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OPERATION OF VA LIFE INSURANCE 
PROGRAMS 


THURSDAY, SEPTEMBER 23, 1993 

House of Representatives, 

Subcommittee on Compensation, Pension, 

AND Insurance, 

Committee on Veterans’ Affairs, 

Washington, DC. 

The subcommittee met, pursuant to call, at 10:05 a.m., in room 
334, Cannon House Office Building, Hon. Jim Slattery (chairman 
of the subcommittee) presiding. 

Present: Representatives Slattery, Bilirakis, and King. 

OPENING STATEMENT OF CHAIRMAN SLATTERY 

Mr. Slattery. Good morning, ladies and gentlemen. The sub- 
committee will come to order. 

We are meeting this morning in hear from the VA and the veter- 
ans’ service organizations on the operation of the VA’s life insur- 
ance programs. 

The last oversight hearing on these programs was held on July 
19, 1989. For many years we have observed the operation of the 
insurance pronams as having been one of the bright STOts in the 
Department of Vetereins Affairs. As far as 1 can tell, the vA contin- 
ues to do an excellent iob in administering or supervising the eight 
pro^ams which provide life insurance coverage of more than $506 
billion to some 6.3 million vetereins and active duty personnel. This 
view appears to be shared bv the veterans groups, and I wwt to 
commend each and every VA enmloyee who has played a role in 
maintaining this high level of performance. 

Since our last nearing there have been several legislative 
changes made, particularly in the servicemens’, and veterans’, 
^oup life insurance proCTams, and in the veterans mortgage life 
insurance program. This nearing will give us an opportunity to de- 
termine the impact of these changes and to hear from the VA on 
the current status of these programs. It will also provide the VA 
and the major veterans’ service orgeinizations a forum to discuss 
any concerns or ideas as to potential modifications that may be 
beneficial to veterans and their dependents. 

Before we proceed with our first witness, I want to recognize my 
good friend from Florida, Mike Bilirakis for any comments ^at he 
might have. 

OPENING STATEMENT OF HON. MICHAEL BILIRAKIS 

Mr. Bilirakis. Thank you, Mr. Chairman. 

( 1 ) 
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Mr. Chairman, before I go to my very brief comments which basi- 
cally paraphrase or follow yours, I woiud just like to form^ly recog- 
nize ^at this is the first subcommittee hearing since we read about 
your announcement that you would be retiring from the House of 
Representatives. We came in together in 1982, you on one side of 
the aisle, I on the other. For the most part, we have voted alike, 
particularly when it came to veterans programs and fiscally con- 
servative issues. 

Jim, it has been good working with you. I know we are goin^ to 
have a number of hearings the rest of this Congress, but I just 
wanted to say that. 

Mr. Slattery. Thank you, Mike. We have a lot of work ahead 
of us on this subcommittee, and I want to get it done before I leave. 

Mr. Bilirakis. That is good. Thank God for that. I commend you 
for holding todaj^s hearing. As 1 understand it, I remember our last 
insurance oversight heanng was held 4 years ago, but since so 
many veterans rely on these programs, including myself, by the 
way, I have one of those old NSLI policies that I have kept in force 
for more years than I care to even announce. 

This hearing is very important to insure that the VA's insurance 
programs continue to function properly. As we know, the VA ad- 
ministers eight programs which provide life insurance coverage to 
over six million veterans and active duty personnel. 

I was just kind of going over these acronyms for the eight pro- 
grams. It just blows your mind the way we depend on acron^s up 
here, new language, if you will, but as you said, and I certa^y en- 
dorse, the VA’s management of its insurance programs has received 
such high marks from the veterans’ service organizations. In the 
last 4 years, of course, there have been changes, and, like you, I 
am anxious to see what impact, if any, these changes have had in 
the programs, and I look forward to hearing from our witnesses. 
Thank you, sir. 

Mr. Slattery. Okay, thank you, Mike. 

Our first witness is Mr. John Vogel, the Deputy Under Secreteiry 
for Benefits, who is accompanied by Mr. Tom Lastowka, the Direc- 
tor of the Philadelphia insurance center. 

We appreciate, oy the way, the thorough detail you provided in 
your statement, and it gives us a very good foundation for our in- 
formational papers which we share wi& our Members, so thank 
you very much for the thorough information that you provided. 

Good morning, John, and we are glad you are with us today, and 
Tom, welcome, we will look forward to your testimony. 

Mr. Vogel. Thank you, Mr. Chairman. 

Mr. Slattery. By the way, we are also going to recognize Mr. 
Paul Koons, the Assistant Director of Insurance. Good to have you 
here, too, Paul. Okay, John. 

STATEMENT OF B. JOHN VOGEL, DEPUTY UNDER SECRETARY 

FOR BENEFITS, DEPARTMENT OF VETERANS AFFAIRS, AC- 
COMPANIED BY TOM LASTOWKA. DIRECTOR, PHILADELPHIA 

REGIONAL OFFICE AND INSURANCE CENTER, AND PAUL 

KOONS, ASSISTANT DIRECTOR FOR INSURANCE 

Mr. Vogel. Thank you, Mr. Chairman. It is a pleasure to be with 
you today to discuss our life insurance programs. I will submit the 
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regular statement for the record and ask that I may be permitted 
to summarize my remarks. We talk about the size and the scope 
of the VA insurance programs. Those eight programs rank VA as 
the third largest life insurer in the United States. 

Financially, four of the six programs administered by VA have 
sufficient reserves invested in U.S. treasury securities to insxire 
that all future claims and other program obligations will be met 
without the need for appropriatea funds. These are the U.S. Gov- 
ernment Life Insurance, National Service Life Insurance, Veterans 
Special Life Insurance, and Veterans Reopened Insurance. 

The average yield on the trust fijnds held in these programs still 
reflects the relatively high rates of interest from investments made 
in the early and mid-19808. For example, the average rate of re- 
turn on the NSLI portfolio as of June of this year was 9.2 percent. 
The interest income from these funds has enabled us to pay fairly 
substantial dividends to policyholders and to increase some of the 
other benefits that the programs provide to policyholders and their 
beneficiaries. If, however, the current trend in interest rates con- 
tinues, the rate of return will decline as the older investments are 
replaced by lower-yielding new investments. T^s will affect divi- 
dends and interest credits. 

On the positive side, however, the decline in interest rates has 
affected the rate that we charge policyholders who borrow firom 
their insurance policies. The current 7 percent variable loan inter- 
est rate will drop to 5 percent on October 1. 

The Service-Disablea Veterans Insurance and Veterans Mortgage 
Life Insurance are the two administered programs that, by design, 
are not self-supporting. Because these programs insure disabled 
veterans, who nave comparatively higher mort^ity rates, at the 
same premium rates as nondisabled, healthy individu^s, the pre- 
mium income is not sufficient to cover the costs of the claims that 
are incurred. Consequently, annual subsidies are required. In fiscal 
1992, over $23 million in appropriated funds were required to sup- 
port those two programs. 

The two supervised programs are Servicemen’s Group Life Insur- 
ance and Veterans Group Life Insurance. The SGIJ program cur- 
rently provides full-time insurance protection for approximately 
three million members of the uniformed services, reaay reserves, 
and retired reserves. The total amount of coverage is $458 billion. 

The Servicemen’s Group Life Insurance program has been finan- 
cially self-supporting since 1974, when the last Vietnam War-relat- 
ed e^a hazard payments were made. Due to the bT gb interest 
earnings in the early and mid- 19808, and the continued improve- 
ments in the mortality experience of the members of the service, 
the program had accumulated a surplus so that we were able to 
provide a premium at a below-cost rate of 8 cents per thousand per 
month. 

As a result of drawing down that reserve, we will be bringing 
that rate up to 9 cents per thousand per month as of July 1994. 
That will result in an increase in the mon^y premium of about 
$2 for an insured who has the full $200,000 in coverage, the maxi- 
mum available. 

The second program we supervise is VGLI, Veterans Group Life 
Insurance, which currently provides $22 billion in insurance cov- 
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erage to over 334,000 people who have separated from military 
service. The cost is higher because the deatn rate is higher by 30 
percent over the civilian death rate and over 350 percent higher 
than the death rate for active duty personnel. Also, the program in- 
curs significantly higher administrative expenses since individual 
records must be maintained for each account, induing premium 
collection and policy service actions. 

Although originally limited to a single five-year term period, 
Public Law 101^68 allows VGLI to be renewed for an indefinite 
number of five-year term periods. Given this indefinitely renewable 
feature, we have had to e^nd the premium rates to accommodate 
older insureds and make other small adjustments. The new rates 
will take effect on the insured’s next renewal date. 

I will turn now to some of the enhancements and improvements 
in the delivery of insurance benefits and services implemented 
since the last oversight hearings, many of which were made pos- 
sible by legislation strongly supported by this subcommittee. 

The most recent changes in the insurance benefit structure went 
into effect last December 1 as a result of Piiblic Law 102-568, the 
Veterans Benefits Act of 1992. The four programs affected were 
SGLI, VGLI, Service-Disabled Veterans Insurance, and Veterans 
Mortgage Life Insurance. 

The biggest change was the increase from $100,000 to $200,000 
in maximum coverage. We have some concerns about the positive 
enrollment features of that proCTam which provides that unless 
veterems apply for the coverage, they are not covered. 

Other coverage increases were provided on a negative enrollment 
basis where you have to tmt out. We have already encountered sev- 
eral cases in which beneficiaries have claimed that an application 
was “in the works," that a member was never advised of the addi- 
tional insurance coverage option or wasn’t given the opportunity to 
apply. We will continue to review that situation to determine 
whether a change in the enrollment requirements may be 
warranted. 

Going back to some earher legislation, as a result of Public Law 
100-687 we have been pasdng interest since 1991 to beneficiaries 
of the NSLI progrmn, the one that Mr. Bilirakis still carries, as he 
indicated to us. Ihe USGLI program. Veterans Special Life Insur- 
ance, and Veterans Reopen^ Insurance. Interest is paid on ^e 
amoimt payable to the beneficiarv fri>m the date of death of the in- 
sured to the date pa 3 rment is made by the Treasury. 

Mr. Chairman, 1 notice that my time has expired. We are looking 
forward on the administrative front to a number of program en- 
hancements which were covered in the full statement and dso to 
the construction of a replacement facility to house the regional of- 
fice and insurance center. The new building will also house a re- 
gional office for the national cemetery system, the Office of the Dis- 
trict Counsel for the eastern part of Pennsylvania, and one of our 
benefits delivery centers. 

Mr. Chairman, that concludes my summary statement, Mr. 
Lastowka, Mr. Koons, and I would be pleased to respond to any 
concerns or answer any questions that you or other members of the 
committee may have. 

[The prepared statement of Mr. Vogel appears on p. 25.] 
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Mr. Slattery. Mr. Vogel, thanfc you veiy mudi. 

In your written statement, you express some ccmcems about the 
afBrmative election requirement that was included in last yemr’s in- 
crease in the maximum covera^ie imder the SGLI program. Explain 
your concerns a little bit more m detail, would you. 

Mr. Vogel. Mr. Chairman, every previous increase in SGLI cov- 
erage, until the maximum was rais^ from $100,000 to $200,000, 
was automatic. The only way a member could not have that cov- 
erage would be to decline the coverage. In thia case, they had to 
affirmatively make an application for the adchtional coverage above 
$100,000. liifty-four percent of the members did elect the increased 
coverage. 

Mr. Slattery. Fifty-four percent, you say? 

Mr. Vogel. Fifty-four j^rcent are covered for the maximum 
amoimt, and there are other gradations in $10,000 increments, too. 
It doesn’t have to go from $100,000 to $200,000, it could be 150,000 
or some other amount. Some members didn’t have the opportunity 
to apply. We have had some difficult cases involving deaths of 
meml^rs who weren’t covered, but would have been automatically 
covered under the old, negative enrollment approach. December 1, 
1992, we have had several members who didn’t apply and then lost 
their lives; their beneficiaries were covered omy for the base 
amount of $100,000, but not the additional that they would have 
been covered for if it would have been automatic. Positive enroll- 
ment also places an administrative burden on the military services 
and their members to do the paperwork. 

Mr. Slattery. What is the status of that ri^t now? Does it ap- 
pear that the enrollment number is increasing or is it stagnant 
there at approximately 50 some percent of those eli^ble electing to 
obtain the additional coverage? miat is the indication? Has it lev- 
eled off or is it increasing? 

Mr. Vogel. It is increasing slightly. I think we have seen the 
first surge of interest. As the wora gets out better and the family 
members become aware of the increased coverage, we expect to see 
some additional ajmlications for the hi^er amount. 

Mr. Slattery, what kind of problem would it be, John, if we 
changed this so it would require the service personnel to elect not 
to get the additional coverage? I mean, obviously that woxUd prob- 
ably significantly increase the number of people participating, don’t 
you think? 

Mr. Vogel. I think we would have an increase in the amount 
participating, sir. The increase of $2 per month, for the difference 
between $100,000 and $200,000 in coverage probably wouldn’t 
cause very many to say that is too much money, and I am going 
to get out of the program or not take it. 

Mr. Slattery. Is it $2 a month for that additional $100,000 or 
is it $6 a month? 

Mr. Vogel. I am sorry, sir, $8. 

Mr. Slattery. Would you recommend us changing that to re- 
quire an affirmative act on the part of the service personnel not to 
get it as opposed to 

Mr. Vogel. We would be very pleased to work with you on a way 
to draft the legislation to allow a negative enrollment to provide 
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the additional coverage for the inBureds and their beneficiaries in 
tile event of death. 

Mr. Slattery. Would that be administratively easier for you to 
deal with tiian the positive arrangement that we have, affirmative 
arrangement that we have now? 

Mr. Vogel. It would be much easier for the government. 

Mr. Slattery. Pardon me? 

Mr. Vogel. It would, in fact, be easier administratively. 

Mr. Slattery. It would be? 

Mr. Vogel. Yes, sir. 

Mr. Lastowka. Yes, it would, it would be much easier, sir. 

Mr. Slattery. Would the military view it as easier also? 

Mr. Lastowka. I believe tiiey would, sir. I can’t speak for the 
military, hut I believe they would. That is the way it has been in 
the past. 

Mr. Slattery. I note that the Vice President’s reinventing gov- 
ernment package contains a proposal that was also included in the 
Presidenrs budget submission which would provide for the pay- 
ment of the administrative cost of the VA insurance programs to 
be paid fit>m the surplus funds in ^e NSLI trust fiinds. It is my 
understanding that this proposal is thought by some to be uncon- 
stitutional. I am just curious what is the view of your general coun- 
sel about the constitutionality of the proposal that the Vice Presi- 
dent and the President have made in tnis area? 

Mr. Vogel. The view of the VA General Counsel is that it is like- 
ly that the action may be barred on constitutional grounds. How- 
ever, an (minion received by the General Accounting Office equivo- 
cates on that, so the proposal has been made. Mr. L^towka, do you 
have anything to adcl to that? 

Mr. Lastowka. Yes, I would say that over the course of the yeeirs 
there have been differing opinions. fSren in the strongest opinion 
of the VA General Counsel, they have said that ultimately it prob- 
ably would be a question judgedf by the courts, and that it is a very 
close call as to whether it is constitutional or not. 

Mr. Slattery. Of course the veterans groups don't like the idea 
at all, right? 

Mr. Lastowka. I have seen different opinions expressed by dif- 
ferent service organizations on that same question, su*. 

Mr. Slattery. You indicate that funding of an additional $6.2 
million for additional features was reciues^ for the construction 
of the new insurance center. In order for us to ^ better prepared 
to argue for support of this reouest, give us some additional back- 
ground on this project and explain why it is necessary for the VA 
to be funding this additional cost for a GSA building. Can you give 
us more information on that? 

Mr. Lastowka. Yes, sir. As Mr. Vogel indicated, the funding for 
that building will not only cover the regional ofBce and insurance 
center, it wiU cover the District Counsel and it will cover the Na- 
tional Cemetery Office. It will also cover the funding for the Bene- 
fits Delivery Center. Many of the items that we W 2 uit to introduce 
into the building exceed the capacity of the present b uildin g, which 
was built as an Atwater Kent radio factory. 

We want to bring in additional telephone lines, additional elec- 
trical lines that would make the ADP secure. Approximately half 
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of the $6 million has to do with upgrades to electrical service, up- 
grades to communication lines to support the Benefits Delivery 
Center. 

The other major part of that is for a raised floor which we be- 
lieve, under the VA’s modernization program, will significantly 
save the agency money in terms of allowing flexibility in &e future. 
We believe that that will be a feature of ^ture VA offices; that will 
be considered intelligent buildings rather than the standard office 
biiildings of today. 

Mr. Slattery. What will be the total cost of the construction of 
the building, do you know? 

Mr. Lastowka. Right now GSA has an appropriation, I beheve 
it is $54 million, sir, and the additional $6 million would bring it 
to approximately $60 million. Most of the cost will be borne by 
GSA. 

Mr. Slattery. How much is the VA going to be charged on that 
as far as rent, do you know? 

Mr. Lastowka. No, I don’t have that figure, sir. 

Mr. Vogel. We will endeavor to provide that. It is essentially 
market rate at the time the building is completed plus whatever 
surcharges GSA puts on for the management of the building. We 
will try to give you our best estimate alwut what that is. 

[The information follows:] 

The new building will be occupied the Re^oual Office and Insurance Center, 
District Counsel, Inspector General’s omoe. National Cemetery Area Office, and the 
GSA Field Office. Also colocated in the building is the Benefits Deliveiy Center 
(BE>C) which provide* on-line operational support to the Insurance Centers in Phila- 
delphia and St. Paul, as well as providing the 68 r^onal offices with access to in- 
surance records. In addition, the BDC provide* ADP support to 24 regional offices 
on the East Coast, the Veterans Health Administration and the National Cemetery 
System. 

Concerning the cost of the new building, VA’s request for $6 million is to fund 
certain items in the new building. These items are primarily in the area of data 
processin^teleoommunications that are special requirements of VA, and are needed 
to support the national insurance programs and the claims processing systems for 
the regional offices in the eastern part of the country. They include circuits for com- 
puter terminals at workstations, an increase in the capacity of the uninterruptable 
power supply system, and dual telecommunications demarcation points for split tele- 
communications routing within the building, which will allow for continuous service 
to customers, even during emergency situations. 

GSA has not yet determined ue actual SLUG (Standard Level User Charges) rate 
for the new building. However, they have advised us that they ex]^ it wiu be ap- 
proximately $23 per square foot for the office space. 

Mr. Slattery. One last tyestion. We received numerous calls 
and letters from Members’ offices on the newest wrinkle in the in- 
surance dividends hoax that we deal with that h^ been, as you 
know, circulated for years. I am just curious, can you tell us how 
you are now dealing with this problem and give us an idea of the 
scale of what you are hearing on it? 

Mr. KoONS. Yes, sir. The new wrinkle you referred to is the fact 
that rather than being directed to World War II and Korean veter- 
ans, the hoax has now spread to those who served durii^ Vietnam 
and the post-Vietnam period, including some Desert Storm and 
Desert Slueld troops. They are being advis^ that they are entitled 
to a dividend. We are averaging approximately 8,000 applications 
per week, which come in all sorts of forms of homemade applica- 
tions. 
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Mr. Slattery. Eight thousand a week? 

Mr. KOONS. Yes, sir. It was up to 20,000 a week at the peak. The 
way we are handling these now, since they deal primarily with in- 
dividuals who are covered under the Servicemen’s Group Life In- 
surance program, is to send them to Newark, to Prudential's head- 
quarters. They are responding to them. 

To keep the cost as low as possible, we use a postcard to advise 
them that it is a hoax. We try to ^t out the information as quickly 
as possible so they don’t spread it to their fnends and nei^bors 
and so forth. We estimate mat it has cost us, since February when 
we started sending them up to tiie office of Servicemen’s Group 
Life Insursmce, about $120,000 just in postage and han dl ing of 
those items. 

Mr. Slattery. Do you have any idea where this originates? This 
has been going on for years, it seems like, and I am Just curious. 

Mr. KooNS. There is a grain of truth I guess in hoaxes like this, 
and there was, in fact, a dividend p 2 ud in the early 1950s. There 
was a lot of publicity associated with that in the press. Unfortu- 
nately, similar news releases resurfaced in the mid-1960s announc- 
ing a new dividend or benefit that was available to veterans, and 
organizations started to publish it, and to tell veterans to write to 
us. 

Of coxirse, we had paid out all the money from that earlier divi- 
dend, but unfortimatel^ the news of a dividend Tor the asking 
continues to circulate. Rarely do we find anybody who spreads it 
with ill intentions. It is generally people thinking that they are 
doing veterans a service by providing this information. 

Mr. Slattery. You know, this is updated every year obviously, 
and I am just curious, you know, who in the world is out there gen- 
erating this? Is somebody making some money out of this deal 
somehow? 

Mr. KoONS. There have only been three indications, and they 
were very recent, where individuals offered for a fee to provide in- 
formation and Eui application. The fees ranged anywhere from 1 be- 
lieve $2 to $17. The individuals set up a post office box and they 
offered to provide the information for a fee. Those were turned over 
right away to our Inspector General, who worked with the postal 
inspectors to terminate those post office boxes as quickly as pos- 
sible. These are the only instances where money was involved. 

Mr. Slattery. Terminate them. I would hope there would be 
some kind of legal action brought against the people that were 
opening up these post office boxes or whatever they were doing. 
Have we gotten our hands on anybody that is responsible for this? 

Mr. KoONS. We do know of tluw organizations. I do not know 
the status of the postal authorities’ investigation at this point, 
though, sir. 

Mr. Vogel. Beyond that, Mr. Chairman, from time to time when 
we find fraudulent or other questionable practices about our pro- 
grams, we usually refer them to the State insurance commissioners 
who are very vigorous and responsive. 

Mr. Slattery. I would like a report from you, John, if you can 
just tell me exactly what organizations have been identified as 
being involved in ^e perpetration of this hoax, and I woiild like 
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to know exactly what has been done by either the Federal Govern- 
ment or State insurance commissioners. 

I need to know exactly whether we have the authority at the 
Feder^ level to do something about this. Isn’t this meul fraud? 
What is going on here and do we need some kind of legislation to 
address ^s? I mean if we do, tell us about it, and let’s — t^ me 
whether the State insurance commissioners have done anything. I 
would like to know what States these post office boxes were estab- 
lished in. I would like to know exactly what has been done to pros- 
ecute these people, and I would like to know exactly whether we 
have the legal authority at the Federal level to do anj^thing about 
it. Will you all get back with us on that? 

Mr. VOGEL. We certainly will, Mr. Chairman. 

[The information follows:] 

We transferred the responsibility for responding to the hoaxes to the Office of 
Servicemen's Group Life Insurance in February b^ause 95 percent of the inquiries 
come from Mrsons who asked for ‘SGLI refunds.” The cost of responding to these 
inquiries is home by the Servicemen’s Group Life Insurance program. September of 
this year marked tne first time in over a year that we began receiving decreasing 
oumoers of hoax inquiries. 

Although this rumor is, in almost all cases, spread by well-meaning individuals, 
we have identified a total of five instances where an individual or group is attempt- 
ing to profit fi'om this hoax. These cases are currently under investigation by VA's 
Inspector General, who is working with the Postal Inspector since mail fraud may 
be indicated. Because the investigation ia currently moving forward, no details have 
been released, other than to say that the amounts in each case have been between 
$2 and $12. To this point, this has been a victimless crime, in that no examples 
of actual fraud have been found. It ia not clear whether the individuals or groups 
involved were aware that the applications were for a non-existent dividend. 

Mr. Slattery. Mr. Bilirakis has been very patient waiting here. 

Mr. Bilirakis. Not at all, sir. In fact, I asked Sue Forrest if John 
Brizzi and she got together in setting up these questions because 
they are exactly alike, almost word for word, but continuing on 
with this hoax business, what kind of money is it costing the VA 
to deal with that and to respond? That is money that is coming out 
of other benefits beneficiaries’ pockets, in effect, isn’t that true? 

Mr. Koons. Right now, sir, it is coming out of the Servicemen’s 
Group Life Insurance program, which is covered by the premiums 
paid oy the members. 

Mr. Bilirakis. Well, it is coming out of conceivably dividends or 
additional insurance as a result of dividends, rUht? 

Mr. Koons. It is increasing the cost of the SGLI program. They 
do not ^et dividends in that particular program, but of course it 
has an impact on the administrative cost and we try to keep the 
cost as low as possible, so it does affect eventually their premium 
rates in terms of the cost of running the program. 

Mr. Bilirakis. Not being into make work, the chairman has 
asked for a number of things fi'om you in that connection which are 
very, very important I ferf, too, but would the cost attribute to 
that be possibly added to that? I don’t want you to make work 
there, but you must have some sort of ideas. 

Mr. Kcxins. We would be glad to also give you that in the report, 
sir. 

(The information follows:] 

The cosU of aaewering requesU for the divideDd hoax from active servicememberg 
and veterans since February 1993 total over $120,000. The costs are borne by the 
Servicemen’s Group Life Insurance program. 
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Mr. Bilirakis. Mr. Chairman, excuse me, I have asked that in 
addition to the other information on the hoax. Maybe they would 
let us know what it is costing the VA to handle that. 

Mr. Slattery, Absolutely. I understood that you have said that 
you already incurred costs in the neighborhood of $120,000 in post- 
age to notify the veterans that have made inquiry? 

Mr. Koons. That is just since February, sir, yes. 

Mr. Bilirakis. And then administrative costs added to that. That 
is staggering, it really is. Something ought to be done about that. 

I have written down here who does the hoax, and is there a vio- 
lation of law, and of course these are questions that the chairman 
has asked. Again, if it is going to take some sort of legislation on 
our part that can be advertised out there to keep this from happen- 
ing, but I suppose if these are all do-goMers who really mean well 
by doing it, that makes it a little more difficult, doesn’t it? 

Mr. Koons. Yes, sir. 

Mr. Bilirakis. The Vice President’s plan, the shifting of adminis- 
tration costs for certain VA insurance programs to the veterans 
dividends. Right now administrative costs that are ascertainable 
regarding a particular insurance program basicallv do come out of 
dividends in effect, do they not? The dividend is basically the net 
that is left over after the program is administered, is that basically 
it? 

Mr. Vogel. The Servicemen’s Group Life Insurance proCTam’s 
administrative expenses are borne by the premiums paid by the 
insureds. The National Service Life Insurance progremrs operating 
expenses are paid for out of general operating expense, which are 
paid from appropriated funds. This proposal provides that we take 
trust funds that would otherwise go to me insureds as part of their 
annual dividends to defray that cost to the United States. 

Mr. Bilirakis. So some of the aid programs, the administrative 
costs come out of the dividends and some come out of just general 
operating costs and some do not, is that basically correct? 

Mr. Vogel. The operating expenses of SGLI and VGLI come out 
of the reserve; there are no dividends in those programs, they are 
term programs. Virtually all expenses of the other progrsuns su-e 
borne by the Government whether they are dividend-earning pro- 
grams or term programs. 

Mr. Bilirakis. Borne by the Government, meaning the VA budg- 
et? 

Mr. Vogel. That is ri^t, sir. 

Mr. Bilirakis. Well, do you have any opinion about that, John? 
Do you have any opinion almut whether it ou^t to be done maybe 
the way the Vice President is suggesting? 

Mr. Vogel. The proposed is gfing to be made. It is interesting 
to get opinions from two legal officers of the United States Govern- 
ment that have different views on the same issue. It would appear, 
and this is John Vogel the nonlawyer talking, it appears to me to 
have contractual problems. 

Mr. Bilirakis. But aside from the constitutional questions and 
the legal opinions and that sort of thing, from the standpoint of a 
veteran, you mentioned, Mr. Lastowka, some of the veterans’ orga- 
nizations are very unhappy about this proposal; leading me to be- 
lieve that some are happy with it? 
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Mr. Lastowka. Sir, some have endorsed it in submissions. 

Mr. Bilirakis. Some have endorsed it? 

Mr. Lastowka. Yes, sir. 

Mr. Bilirakis. Wow. Who are they? Off the top of your head. You 
don’t have to give me them all. 

Mr. Lastowka. I have seen it endorsed in the alternate budget 
that has been submitted by some service 

organizations. 

Mr. Bilirakis. The alternate budget? 

Mr. Vogel. The independent budget, that is a collaborative effort 
of a number of the m^jor veterans’ service organizations. 

Mr. Bilirakis. But by endorsing that independent budget, we 
know that they are also endorsing ^s particular provision? 

Mr. Vogel. We find that provision in their proposed budget. 

Mr. Bilirakis. In their proposed budget? All right. I guess the 
thing about it is if something like this is good, then fine; if some- 
thing like this is bad, as it continues to ai^ance through the proc- 
ess and picks up steam, it is probably going to be too late to try 
to stop it unless there are true constitutional questions and it is 
stopped by a court of law. So I guess, the messa^ being to the vet- 
erans’ organizations, hey, if you think this is a good idea, all right, 
if you think it is a bad idea, you better get involved now and get 
it stopped early on, and that is the message, I think, to the veter- 
ans’ service organizations. 

On pajge three of your statement, John, you indicate the un- 
funded liability of $388 million for the Service-Disabled Veterans 
Insurance program. Is this cause for concern or do you foresee any 
future problems with the SDVI program, referring to the unfunded 
liability? 

Mr. Koons. Sir, we know that the program, eis Mr. Vogel indi- 
cated in his statement, was designed not to cover all of its costs be- 
cause we know we are insuring disabled individuals. 

Mr. Bilirakis. It is designed that way? 

Mr. Koons. Yes, sir. It represents the amount that the Govern- 
ment will have to pay over the life of all the insureds. 

Mr. Bilirakis. But somewhere along the line we are going to 
have to reach out someplace else, aren’t we? 

Mr. Koons. Every year appropriated funds go into this program. 
It runs on what we call a pay-as-you-go basis. For example, this 
year, an additional $19 million will be appropriated to supplement 
the premium income. 

Mr. Bilirakis. Vi^at if that is not forthcoming because of fiscal 
problems up here? 

Mr. Koons. It would be a problem in meeting our obligations in 
paying the claims, yes, sir. The $388 million represents the present 
value of all those future appropriated funds we will need. 

Mr. Bilirakis. Are we looking at the possibility of maybe chang- 
ing that in some way so it can be more self-supporting rather than 
having unfunded dollars? 

Mr. Koons. We have not, sir. The premium rates are right in the 
contract, so we are pretty much locked into those at this point. 
There would be no way really to change the premiums for the ex- 
isting policies. 
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Mr. BlLlRAKls. Just one last question, I think that I would have, 
then. Again, hitchhiking on the chairman’s questions on the SGLI, 
the first $100,000 is automatic unless they opt not to take it. What 
kind of a percentage do we find basically opting not to take that 
initial amount? 

Mr. Vogel. About 46 percent. 

Mr. Bilirakis. Not to take the initial? 

Mr. Vogel. Not to take the maximum of $200,000. 

Mr. Bilirakis. No, not the maximum, ^e $100,000. 

Mr. Lastowka. Generally less than 1 percent do not take the ini- 
tial $100,000. 

Mr. Bilirakis. So how does that work? That is something that 
wasn't in existence when I got out. How does that work? When a 
person gets discharged, or just before they are discharged, they are 
given some sort of a form? 

Mr. Vogel. When they enter active service, they say you are 
going to be covered for $100,000 of life insurance, and it is going 
to cost you eight cents per month per thousand, but if you don’t 
want it, fill this form out. 

Mr. Bilirakis. So they have it during all the time they are in the 
service and it just continues on eifterw^s? 

Mr. Vogel. After the service, they are elimble to enroll in a term 
insurance program called Veterans Group Life Insurance, which is 
a post-sepeiration pro^am. 

Mr. Bilirakis. So SGLI does not continue on after they are out 
of the service? 

Mr. Vogel. No. It just converts over upon their separation. They 
have to affirmatively get into that program. They have automatic 
coverage for the first 120 days after separation until they can get 
their affairs in order. 

Mr. Bilirakis. Thank you. Just to finish up, again, getting back 
to that hoax business. I wow there are other muw more important 
issues out there that we are all concerned with, but if you want us 
to try to even help you in that regard, you are going to have to give 
us the input that the chairman has asked for. Thank you. ihank 
you, Mr. Chairman. 

Mr. Slattery. Thank you, Mr. Bilirakis. 

Let me just make an observation and sort of a challenge at the 
same time for the VA, all tiie folks working over there. 1 think I 
can say this on behalf of not only the subcommittee that I have the 
honor of chairing at this time, but also for other members of the 
committee on both sides of the political aisle, and that is when you 
all are experiencing problems or you see things that need to be 
done differently in the Department of Veterans Affairs, like this 
hoax problem, if we don’t have laws on the books that enable the 
Federal Government to really get out there and smack somebody 
for setting up a post office box in South Succotash, Kansas, or 
wherever it may be to try to perpetrate this hoax on people, and 
it is costing you a lot of money, for goodness sakes, I challenge you 
all to not just sit on that information. 

We shouldn’t have to have a hearing to learn about this. Some- 
body in the VA that is dealing with this every day that is aware 
of this ought to be picking up the phone and calling me, okay, or 
they ought to be calling Mr. Bilirakis or somebody on this commit- 
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tee and letting ua know about tiie problems that you all are dealing 
with. So I extend that invitation to every employee of the VA, every 
employee. And I really challenge you ^1 to be proactive in terms 
of commimicating with us and to every employee who doesn’t feel 
like their superiors in the Administration are taking the ball and 
running with it, I urge them to contact us directly as citizens, as 
taxpayers, because we all have a responsibility and a role to play 
in making this government of ours work better. 

And so I appreciate you alt being here today, but I really want 
you to go back with that attitude that we are all paddling ^e same 
boat, and those of you who are over there working eveiy day in a 
very diligent manner dealing with these problems need to feel the 
fre^om and indeed the responsibility to come forward with ideas 
that we need to hear about what we can and should be doing to 
make this whole thing work better for our veterans and for the tax- 
payers, okay? 

Mr. Bilirakis. Would the chairman yield for just a quick mo- 
ment, sir? 

Mr. Slattery. Yes. 

Mr. Bilirakis. John, with the introduction of the automated at- 
tendant to route routine calls and insurance inquiries to a part- 
time unit during peak hours, and as I understand that handles 
about 3,500 calls a day and apparently that is working. Could the 
same technolo^ be utilized in other areas? 

Mr. VOOEL. Beyond insurance? 

Mr. Bilirakis. Beyond insurance. 

Mr. Vogel. Yes, sir. We are, in fact, using that. 

Mr. Bilirakis. You are using it in other areas? 

Mr. Vogel. One of the things that you will see in a fature budget 
submission is a better way to handle regular inquiries, general ben- 
efit inquiries in our veterans’ services divisions wim enhanced 
technology and the utiUzation of alternative forms of work schedul- 
ing. But we do loan servicing off the clock; we do callbacks on bene- 
fits dining nontraditional business hours; and we find that in fact 
it works, with better service to our beneficiaries. 

Mr. Bilirakis. Sure, it sounds like such a good idea and it seems 
to be working, has a Ustory, and I am glad to see that you are con- 
templating using it in other areas b^ause obviously one of the 
m{uor complaints we ^t is the holding on the telephone, being held 
on the line for such a long period of time. Thank you. 

Mr. Vogel. You are welcome, sir. 

Mr. Slattery. Mr. Vogel, hfr. Lastowka, and Mr. Koons, tbank 
you very much. Appreciate your being here today and appreciate 
your dedicated service over there, too, all the time. Thank you very 
much. 

Mr. Slattery, On the next panel we have Mr. Cliff Dupree, the 
Associate Legislative Director of the Paralyzed Veterans of Amer- 
ica; Mr. Larry Rhea, Deputy Director of Legislative Affairs, Non 
Commissioned Officers Association; and Mr. Bob Manhan, Assist- 
ant Director of the Nationsil Legislative Service for the Veterans of 
Foreign Wars. 

Gentlemen, we welcome you all and recognize you for your testi- 
mony. Mr. Dupree. 
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STATEMENTS OF CLIFTON E. DUPREE, ASSOCIATE LEGISLA- 
TIVE DIRECTOR, PARALYZED VETERANS OF AMERICA; 
LARRY D. RHEA, DEPUTY DIRECTOR OF LEGISLATIVE AF- 
FAIRS, NON COMMISSIONED OFFICERS ASSOCIATION; BOB 
MANHAN, ASSISTANT DIRECTOR, NATIONAL LEGISLATIVE 
SERVICE, VETERANS OF FOREIGN WARS 

STATEMENT OF CLIFTON E. DUPREE 
Mr. Dupree. Good morning, sir. 

Mr. Chairman and members of the subcommittee, on behalf of 
the members of the Paralyzed Vetereuis of America, I want to 
thank you for this opportunity to testily today on the operation of 
the Department of Veterans Affairs insurance programs. For many 
of PVA’s members, VA life insurance and mortgage protection rep- 
resents the single source of insurance coverage available to individ- 
uals otherwise ineligible for commercial coverage due to severe and 
total disabilities. Consequently, PVA and other veterans’ service or- 
ganizations advocated for increases in the maximum face vsdue of 
vA life insurance policies available to eligible veterans. 

As we have contended in the past, the need for providing such 
additional insurance protection was most appairent in the Service- 
Disabled Veterans Insurance, SDVI, program that offered life in- 
surance to veterans with service-connected disabilities. Many of 
these veterans due to the disabilities for which they were service- 
connected were unable to supplement their basic $10,000 SDVI 
policies with commercial life insurance due to the cost prohibitive 
premium rates. 

Therefore, Mr. Chairman, I would like to thank you and the 
members of this subcommittee for ah of your efforts and help in 
passing Public Law 102-568, Veterans Benefits Act of 1992, Title 
I, Dependency and Indemnity Compensation Reform Act of 1992. 
Along with reforming DIC for our widows and surviving chil^^n, 
this law made m^r changes to the VA life insurance programs. 

Mr. Chairman, PVA believes that VA’s management of boto ^e 
administered and supervised insurance programs continues to rep- 
resent one of the highlights of the Veterans Benefits Administra- 
tion. While providing more than $214 billion in life insurance pro- 
tection, these programs make significant contributions tow^ pro- 
viding adequate insurance protection for all veterans, their fami- 
lies, and dependents. 

Vice President A1 Gore’s efforts to create a more effective govern- 
ment through the report of the National Performance Review has 
recommended changes to the VA’s insur£ince program which poten- 
titilly would have recovered vetereins insurance administrative 
costs from premiums and dividends. These administrative costs are 
currently borne by the Department of Veterans Affairs and the law 
established by Confess. 

PVA is concerned with this recommendation to recover veterans 
insurance administrative costs. We regard this potential shift in 
cost from the VA to the veteran as an undermining of a program 
founded on the sacrifices of American veterans over the years. The 
proposal in effect produces a reduction of benefit to which veterans 
and their survivors are entitled. According to VA, this proposal to 
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recover insurance administrative costs for premiums and dividends 
would amount to $135 million in lost benente to veterans. 

In closing, Mr. Chairman, we would ask members of this commit^ 
tee to reject this purportedly minor revision in VA insurance pro- 
grams. Based on past experiences, we Imow ^at such minor 
changes become the forerunner of a future avalanche of change. 

I will be glad to answer any questions you may have. 

(The prepared statement of Mr. Dupree appears on p. 45.] 

Mr. Slattery. Mr. Rhea. 

STATEMENT OF LARRY D. RHEA 

Mr. Rhea. Thank you, Mr. Chairman, and good morning. The 
Non Commissioned OfBcers Association appreciates very much the 
invitation to testify at this oversight hearing. It is a welcomed op- 
portunity for NCOA for several reeisons. First, it gives the associa- 
tion an opportunity to express our gratitude for the attention given 
over the years by the Congress to the insurance needs of veterans 
and arm^ forces members. It is also an opportunity to state the 
association’s appreciation for Uie recentiy enact^ improvements to 
several insurance programs. It is also an occasion to express to the 
subcommittee publicly our thanks to the Department of Veterans 
Affairs for what we consider to be a magnificent job to effectively 
manage and administer various insxirance programs, and addition- 
ally it provides an avenue for us to discuss some of our Noughts 
and concerns relative to the insurance programs and needs of mili- 
tary members and veterans. 

As reflected in our prepared statement, NCOA is not aware of 
any particular problems m the administration or management of 
any of the eight VA supervised or administered programs. In our 
view, and as evidenced by annual VA reports, all eight programs 
are financially soiand and are administered and supervised very ef- 
fectively. Therefore, in the bal6ince of my opening comments, I will 
confine my remarks to areas of concern and recommendations 
which we have. 

In March 1992, GAO recommended that the administrative costs 
of USGLI, NSH and VSLI be paid from excess funds in these pro- 
-ams. As heiB already been indicated, the President’s National Per- 
formance Review has also targeted these programs. The NCOA has 
previously opposed such a change, and we do so again here today. 

In the association’s view, if the GAO and l^R recommendations 
were enacted it would constitute a serious breach of faith with the 
World War I, World War II, and Korea War era veterans insured 
imder these programs. The net effect of the GAO and NPR rec- 
ommendations is the imposition of a burden upwards of $135 mil- 
lion on veterans who have already sacrificed at three critical junc- 
tures in our Nation’s history. In the association’s view, it is not a 
reinvention of government to require more sacrifice from these vet- 
erans in the twilight years of their lives. 

NCOA also requests that the subcommittee consider two insur- 
ance needs of veterans, retirees and members of the National 
Guard and Reserve. Although it is not a life insurance program, 
NCOA wants to discuss the issue of dental insurance. 

As you are aware, veterans lose dental care upon their severance 
from active duty except for the one year following their separation 
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or for service-connected conditions. Retirees, for all practical pur- 
poses, likewise lose dental care. Sxuveys of National Guard and Re- 
serve members reveal that more than 60 percent of these members 
do not have dental covera^, and the magnitude of that problem 
was vividly brought to life during the Persian Gulf War. 

Therefore, the association requests that the subcommittee ex- 
plore the feasibility of a dental insurance program for vetereins, re- 
tirees and Guard and Reserve members along the lines of the Delta 
dental plan currentiy in effect for dependents of active service 
members, but unlike the Delta dental plan, the association envi- 
sions that such a program could be structured so as to be com- 
pletely self-sustaining. 

The association believes that developing an attractive, low cost, 
self-sustaining program is possible simply as a factor of the large 
population base of potential eligible participants. Therefore, the as- 
sociation believes that a dialogue on this issue should be under- 
taken. 

Secondly, the recently enacted Dependents Indemnity Compensa- 
tion Reform Act brought great equity to the survivor commnsation 
program. NCOA fully supported these changes and we mank the 
committee for making those changes. 

Nevertheless, an i^ortunate consequence of those changes was 
the reduction in benefits for prospective beneficiaries who served in 
militan pay grades above E-8. Since many of the disabled veterans 
made financi^ planning decisions on the basis that their survivors 
would likely be eligible for the higher benefits of the old DIC pro- 

f rams, their l^ancial pl annin g decisions and assumptions have 
een rendered less than anticmated. 

Increasing the limits of VGU and allowing optional lifetime pro- 
gram partimpation serves as an offset for potential DIC loss for re- 
cently separated individuals. Unfortunately, the recent VGLI 
change did not help those who were discharged prior to the change 
in the DIC law. Accordingly, NCOA recommends that the Congress 
authorize a VGLI open enrollment period for disabled veterans 
whose survivors would potentially suffer a loss in future benefits 
under the DIC program. 

In closing, let me restate the association’s appreciation for to- 
day’s hearing, and given the hazards and risks associated with day- 
to-day life in the military, the r^uirement for continued attention 
to this important area will not diminish in the years ahead. 

We are grateful for what you have done and for consideration of 
our comments and recommendations. Thank you, Mr. Chairman. 
[The prepared statement of Mr. Rhea appears on p. 49.] 

Mr. SlaTTEBY. Thrink you, Mr. Rhea. 

Now we will hear from Bob Manhan. 

STATEMENT OF BOB MANHAN 

Mr. Manhan. Thank you very much, Mr. Chairman, for inviting 
the Veterans of Foreign Wars to participate in your hearing this 
morning. 

Because it is an overview hearing regarding the VA administra- 
tion of various life insurance programs, we believe that generally 
speaking they have been doing an excellent job. I can’t add much 
more to what my colleagues have already said. 
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The VFW does maintain a service officer at the VA’s Regional Of- 
fice and Insurance Center in Philadelphia, Pennsylvania, eind ac- 
cording to the information he gave me, it takes the VA about 2 
working days to turn around a death claim. We think that is very 
responsive to widows. 

Generally speaking, we notice that the trend in all these types 
of life insurance proCTams are goin^ more toward the commercial 
carriers, that is tne SGLI, the ^rvicemen’s Group Life Insurance 
which is administered by Prudential Insurance Company. Today, of 
all of the almost six million insurance policies in effect, approxi- 
mately half of them are SGLI. Therefore, we wonder what will hap- 
pen to the VA staff that is taking care of those earlier life insur- 
ance programs in the outyears ais the older veterans slowly pass 


away. 

We recognize that the VA itself has initiated some recent sugges- 
tions for expandi ng two or three different insurance programs in 
the future, ^e VtW statement does not comment on Vice Presi- 
dent Gore's study. However, the VFW is now pr^aring a station- 
stand on all of Mr. Gore’s suggestions as they effect the VA. The 
VFW does not support that “improvement" which says VA should 
be permitted to recover administrative costa of veterans’ insurance 
programs from premiums and dividends. We certainly don’t see 
now that would benefit a veteran nor how ffiis would streamline 
the VA. We do see this recommendation, however, as a cost-saving 
measure, and we don't think it is right to save money at the ex- 
pense of our older veterans. 

This summarizes our position. Thank you very much, Mr. Chair- 
man. 

(The prepared statement of Mr. Manhan appears on p. 54.] 

Mr. SLATTERY. Thank you very much. Bob. 

One of the things I would like to ask eill of you is that one pro- 
posal that has been suggested to us is an expansion of the eligi- 
bility criteria for participation in the Veterans Mortage Life Insur- 
ance program for all totally disabled service-conne^d veterans 
who are unable to obtain life insurance coverage from other 
sources, and as you know, this proCTam is not self-supporting, and 
an expansion of it would require additional money. 

First of all, do any of you have any idea how much it would cost 
to do a change like t his a nd how would you suggest paying for it? 

Mr. Manhan. The VFW will attempt to respond. My organization 
has absolutely no idea of the cost, sir, because we don’t ^ow how 
many veterans are totally disabled. But generally speaking, be- 
caiise the VFW considers all veterans as equal with the service- 
connected veteran, the 100 percent disabled veteran as being first 
among equals, we would support all efforts to allow totally disabled 
veterans to participate in a mortgage insurance program. 

Having said that, yes, we think that this would be a smaill cost 
that the American teixpayer should be able eind willing to under- 
write for all totally disabled veterans to receive some sort of extra 
protection frnm the Federal Government in the form of a mortage 
life insurance pro^am. 

Mr. Slattery. Okay. 

Mr. Rhea. Well, conceptually, sir, the Non Commissioned Offi- 
cers Association, I believe, would support it. I have no means avail- 
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able here this morning, at least, to try to estimate any costs that 
would be involved in it. Beyond that, though, if there is some work 
that I could do to maybe get some of that, I would certainly be 
happy to do that for you and try to get ba<i to you, even though 
I imagine it would be a rather substantial undert^cing. 

Mr. Slattery. That would be helpful. 

Mr. Rhea. But in addition to that, I certainly echo what my col- 
league here on my right has said in regard to it. 

Mr. Slattery. At a time when we are dealing with these terrible 
budget restrictions and freezes on discretionary spending and all 
this thing, what I am trying to do is identify certain areas that are 
particularly in need of change perhaps, and in this regard maybe 
we should focus on just dealing with ^e totally disabled, those that 
are unable to acquire insurance from other sources, and by doing 
that it may not cost very much £ind we may be able to find a way 
to pay for something like that, so that is what I was driving at. 

Mr. Dupree. Mr. Chairman, PVA would also like to suggest a 
way to modify the VMLI program. We believe it could be incor- 
porated into the VA home loan program. When a veteran initially 
applies for a veterans home loan, or applies to refinance a current 
home loan, the veteran would be given the opportunity to apply for 
mortgage life insurance; the policy would be paid over the life of 
the loan. The amount of insurance would be no less than the cur- 
rent outstanding mortgage, not to exceed $90,000 and would be de- 
creasing term. Upon the veteran’s death, ^e beneficiaries would be 
relieved of the mortgage debt, and the VA would be able to reduce 
the property inventory obligarion to the lender. 

We also believe that those veterans rated at 100 percent disabled 
and currently ineligible for veterans mortgage insurance, be consid- 
ered for mortgage life insurance under this proposal. Currently, 
only veterans eligible for the specially adapted housing grant qu^- 
ify for veterans mortgage life insurance. 

Mr. Slattery. We like things that might be too easy. We will get 
a cost estimate on it. I was just curious what you all thought about 
that. 

Bob, you didn’t comment on the question on the Vice President’s 
proposed to fund administrative costs from the surplus funds. 1 as- 
sume you share the views of your colleagues? I just wanted to get 
you on record in terms of what your reaction was to the proposal 
to fund the administrative costs ^m the surplus funds. 

Mr. Manhan. Thaink you very much, Mr. Chairmein, for giving 
the VFW the opportunity to go on record. We are preparing a state- 
ment addressing each one of the Vice Efresident’s points on Na- 
tional Performance Review as it affects the Department of Veterans 
Affairs. 

The one that deals witii the insurance programs being adminis- 
tratively funded out of ihe veterans’ premiums, is not supported by 
the VFW. Our position is very much that as stated by the Non 
Commissioned Offic ers A ssodarion in the testimony they submitted 
this morning. 'The VFW, like the NCOA, cannot support the con- 
cept of diverting veterans’ life insurance dividends to help defray 
achninistrative costs associated with running the several insurance 
programs. 
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Mr. Slattery. Bob, you raised some questions about the VA ad- 
ministration of the SGLI program. I am just curious what would 
you think about the idea of the VA administering the SGLI pro- 
gram directly? 

Mr. Manhan. The VFW could support that idea, Mr. Chairman. 
As I have previously stated the VA has a ve^ competent staff who 
have a very fine track record of administering six or seven insur- 
ance programs over the last 50 or so years, u is even possible to 
save money by handling SGLI with government civil service em- 
ployees. Perhaps even at some time in the future another Adminis- 
tration might change this group term policy into a permanent life 
program with premiums much as the earlier, pre-SGLI programs 
nave. 

I know that Congress is now passing the National Service Act. 
Therefore, the youngster who looks at his option, whether to join 
the Informed services and get lesser benefits or to join some do- 
mestic civilian counterpart program today would be inclined to opt 
for the latter program. Hence, a better veteran life insurance c^- 
gram would be an incentive to enlist in Ae Aimed Forces, ^e 
short ans wer to you is yes, this could be a very nice recruiting tool. 

Mr. Slattery. Thank you very much. I will recognize Mr. Bili- 
rakis at this time. 

Mr. BiliraKIS. Thank you, Mr. Chairman. I don’t know that I 
will have any questions. I did want to note, as I sometimes like to 
do, because it may be the only committee where we have Adminis- 
tration witnesses who testify and then stay to listen to the other 
witnesses. I haven’t seen it in any other committees. There may be 
some, obviously I am not a member of all of them, but I think the 
fact that Mr. Vogel and his associates, if I can call them that, and 
the other members of the staff stayed, I think it spea^ very well 
of our Veterans Affairs Department. 

I would say to you, Mr. Rhea, the Delta dental plan, interest. 
You talk about it being self-sustaining, et cetera, et cetera. You 
know, we have rot big problems facing our veterans. If something 
like that is doaole and self-sustaining, I don’t know why in the 
world we shouldn’t take a good look at it. So, I would just suggest 
that you might submit to us some of ttiis material so that you have 
in yovtf proposal. We can take a look at it. I think we should. I 
think it would be ridiculous not to. ^ if you would do that, air. 

Mr. Biliraus. On the Vice I^sidenVs proposal, and we don’t 
mean to be picking on the Vice President here, hut if ^ere are sav- 
ings of dollars based on his proposal, it sure as hell is not likely 
to be available to be used for other veterans programs. It is going 
to go — part of that general revenue fund which is — well, we know 
how that is spent, and certainly the Chairman has been one of the 
leaders in the Congress in opposing the irresponsible spending of 
our taxpayers’ dollars. Again it would be just taking away again 
from veterans programs, and we see too much of that. The budget 
reconciliation package did that to veterans. 

I worry, and I don’t want to get off &e track here, but I worry 
about this medical thing in which we are all in flavor. I mean, we 
are all for reform, but we have got to make sure it doesn’t badly 
and negatively impact veterans’ health care. I guess about the last 
thing I would have to say to you, which is what I have said many 
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times, not only at the hearings, but also at the reception for the 
American Legion national commander, is to be diligent, not mean- 
ing to sound negative, but be diligent. Let's be careful here as to 
what might be happening downstream to veterans’ health care by 
virtue of some of these so-called alliances and tiie choices that the 
veterans might have downstream somewhere. 

Having said all that, Mr. Chairman, I will just turn it back to 
you. Thi^ you. 

Mr. Slattery. Thank you, Mike. 

Mr. Dupree, Mr. Rhea, Mr. Manhan, as always, we appreciate 
and value your input today and thank you very much for coming 
over and giving us the benefit of your thoughts. Thank you for 
being here. I have no further questions, and I appreciate it. 

Mr. Rhea. Thank you, Mr. Chairman. 

Mr. Manhan. Thank you, Mr. Chairman. 

Mr. Slattery. Our next panel is Mr. Joe Violante, the Lemsla- 
tive Counsel for the Disabled American Veterans and Cmonel 
Chuck Partridge, Retired, United States Army, Legislative Counsel 
for the National Association for Uniformed Services Society of Mili- 
tary Widows. 

STATEMENTS OF JOSEPH A. VIOLANTE, LEGISLATIVE COUN- 
SEL, DISABLED AMERICAN VETERANS AND COLONEL 

CHARLES C. PARTRIDGE, USA (RET.), LEGISLATIVE COUN- 
SEL, NATIONAL ASSOCIATION FOR UNIFORMED SERVICES 

SOCIETY OF MILITARY WIDOWS 

STATEMENT OF JOSEPH A. VIOLANTE 

Mr. Violante. Good morning, Mr. Chairman. 

Mr. Slattery. Good morning. Welcome. We are prepared to re- 
ceive your testimony. 

Mr. Violante. Thank you. On behalf of the members of the Dis- 
abled American Veterans and its women’s auxiliary, we welcome 
and appreciate this opportunity to present our views on the De- 
partment of Veterans Affairs insurance programs. 

Initially, Mr. Chairman, let me state that we were saddened to 
learn of your plans to retire after this current year. We wish you 
success in your future endeavors. We are encouraged by your open- 
ing remarks, and we hope that we will be able to see the passage 
of legislation in the ve^ near future that will meaningfully im- 
prove the VA’s adjudication and appeals process. 

Mr. Chairman, we are pleased to take this opportxmity to pub- 
licly acknowledge and compliment the VA for the very effective way 
in which they manage and administer their insxirance programs. 
Information we have received from our Philadelphia and St. Paul 
National Service Office staffs confirm that insurance inquiries and 
problems are handled in a very professional, efficient, and timely 
manner with few complaints regarding services rendered. 

The focus of our testimony will be upon two life insurance pro- 
grams administered by the VA; Service-Disabled Veterans Insur- 
ance, commonly referred to as RH Life Insurance, and Veterans 
Mortg^e Life Insurance. 

Mr. Chairman, at our 1993 national convention, our membership 
adopted three resolutions seeking enhancements and program im- 
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provements in two VA insurance prwrams — RH Life Insurance anH 
Veterans Mortgage Life InsurEince. With respect to the RH Life In- 
surance program, our members adopted two resolutions seeking an 
increase from $10,000 to $20,000 in the face value of RH Life In- 
surance and legislation that would authorize an open period for eli- 

E 'ble service-connected disabled veterans to apply for RH Life 
isurance. 

With respect to Veterans Mortgage Life Insurance, our member- 
ship adopted one resolution seeking an extension of eligibility for 
this program to all veterans rated permanently and totalfy 100 per- 
cent service-connected disabled by the VA. 

We are fuUy cognizant of the fiscal restraints confrontiM not 
only the VA but the Federal Government. Nevertheless, Mr. Chair- 
man, service-connected disabled veterans continue to be limited in 
their insurability by private sector life insurance companies as a di- 
rect result of their service-connected disabilities, and many possess 
only RH Life Insurance at the miudmum $10,000 face value. 

Mr. Chairman, at the DAWs reauest you introduced H.R. 3003 
during this Conmss, a measure that would accomplish the goals 
of increasing RH Life Insurance maximum face value coverage to 
$20,000. We respectfully urge that the subcommittee favorably con- 
sider H.R. 3003 in order to offer service-connected disabled veter- 
ans an opportunity to provide more equitable life insurance cov- 
erage for their family members. 

Mr. Chairman, Title 38 provides eligible veterans a two-year pe- 
riod to apply for RH Life Insurance from the date service-connected 
has been established. For one reason or another, many eligible 
service-connected veterans have not applied and do not apply for 
this benefit within the time period. 

At our request, House Veterans Affairs Committee Chairman 
Sonny Montgomery introduced H.R. 2978, a measure that would 
provide an open mriod to apply for RH insurance. We respectfully 
request this legi^ation be favorably considered by the subcommit- 
tee. 

Mr. Chairman, our final remarks this morning will focus on the 
Veterans Mortgage Life Insurance program acuninistered by the 
VA, and our resolution seeking an Mansion of eligibility for this 
insurance program. 

There exists many severely disabled veterans who, as a result of 
service-connected disabilities are rated permanently and totally 100 
percent disabled and are unable to purchase mortgage insurance 
protection from commercial insurers at any cost. Additionally, 
many of these severely disabled veterans have not accumulated ^e 
savings necessary to insure financial security for their families. 

Mr. Cheiirman, at our request Chairman Sonny Montgomery in- 
troduced H.R. 2976, a measure that would extend to all 100 per- 
cent permanently and totally disabled service-connected veterans 
mortgage protection life insurance. We respectfuUy request this leg- 
islation be favorably considered. 

Mr. Chairman, this concludes our testimony. I again wish to 
thank you and the members of the subcommittee for permitting us 
tins opportunity to present our views on ^e insurance program. I 
wiU be pleased to respond to any questions you may have. 

{The prepared statement of Mr. Violante appears on p. 57.] 
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Mr. Slattery. Oh, thank you, Mr. Violante. 

Colonel Partridge. 

STATEMENT OF COLONEL CHARLES C. PARTRroOE, USA (RET.) 

Colonel Partridge. Th ank you, Mr. Chairman. We eire going to 
miss you, Mr. Chairman, but having spent a delightful year at Fort 
Leavenworth, I don’t blame you for wanting to return to Kansas. 

Mr. Slattery. Thank you. Colonel. The other day several of my 
colleagues expressed the fact that they were going to miss me. I 
said only for about 5 minutes, and they looked at me and said, no, 
two or three, so I am looking forward to spending more time 
around Fort l^avenworth. It is a beautiful area, as you know. 

Colonel Partridge. Yes, sir. We very much appreciate the oppor- 
tunity to testify and would like, first, to talk about the effects on 
Die widows resulting from the passage of the Omnibus Budget 
Reconciliation Act of 1990 wherein remarried widows forfeit me 
right to have DIC reinstated once their husband, second husband 
dies, and ^e problem comes by the fact that this law affected those 
widows who had already remarried, and we would like to see some 
sort of insuremce program that could be put into place to help these 
women when their second husband dies because many oi them 
were old, sick, and unable to get commercial insurance. They had 
planned on having DIC reinstated, but of course there was nothing 
they could do about it when the law changed that impact. There- 
fore, we think that a DVA-sponsored insurance proCTam specially 
designed for program to keep the cost down pemaps could be 
made available, at least looked at. 

The second issue concerns the fact that in the past several years 
m^or changes have taken place within the insurance industry, and 
some of tiiese insurance plans, we believe, should be reviewed to- 
ward making these products available to service members, retirees, 
and other veterans through the Department of Veterans Affairs. 

Active duty personnel, for example, coiild be offered insurance 
which would build equify for the future. This equity could be used 
to eissist in the payment of survival benefit premiums upon retire- 
ment. Such insurance would help offset the 20 percent reduction in 
the value of the military retirement program for 20 year retirees 
that was enacted in 1986, and it would enable more retirees to pro- 
vide for their survivors. 

For the lifetime insurance benefit along these lines, such as 
Whole Life, Universal Life that the individual could begin paying 
into when he is young, he or she is yoimg, and this would be a 
great help for professional military personnel who retire late in life 
and therefore face expensive choices when buying post service 
insurance. 

In closing, sir, we would just like to see some of these new poli- 
cies and new insurance products looked at with a view toward 
making them available to military personnel. Thank you very 
much. 

(The prepared statement of Colonel Partridge appears on p. 69.] 

Mr. Slattery. Colonel Partridge, thank you very much. 

Let me ask both of you your positions on the Vice President’s 
proposal dealing with me administrative costs issue that we have 
talked about here today. I assume that you are probably in agree- 
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ment with the other service organizations that have expressed 
^eir views today. Is that true? 

Colonel Partridge. Absolutely, sir, we would not support that at 
all. 

Mr. ViOLANTE. I am not aware that we have formulated a posi- 
tion on ^at as of yet, but I know we are very concerned about the 
continued erosion of veterans benefits and programs, but as soon 
as we do have a formal position on that we wiU certainly make it 
known. 

Mr. Slattery. The other question I have deals with the Veterans 
Mortgage Life Insurance program for totally disabled service-con- 
nected veterans who are unable to obtain ufe insurance coverage 
from other sources, and I am just ciuious, do you all have any 
ideas about how we cam address this and do so in a sort of budget- 
neutral way? I know that when I ask these kind of questions 1 am 
Eisking you to sort of make a choice between your children in a 
w^, but I see some areas here. 

Colonel Partridge, you just defined dealing with the widows that 
remarry, and that is something I am determined to try to address 
before I complete my tour of (hity here, and I welcome }rour input 
in terms of how we can address this in a budget-neutral way be- 
cause I am not going to be able to deficit spend, in effect, to deal 
with some of ^ese problems, and if there are areas that we can 
make choices in wit^ the VA budget, I need your input on this 
if we are going to get this done, so it is going to have to be budget- 
neutral. I am not going to be able to get appropriated money from 
other accounts to do it. We are going to have to find it within the 
VA budget. 

In some of these areas we are only talking about a few million 
dollars a year, but we are going to have to mid the money to pay 
for it, and I need your input on that. Any ideas that you might 
have? 

Colonel Partridge. I would like to look at the mortgage insur- 
ance. I cannot tell you offhand, but 1 would like to look at tiiat and 

E erhaps submit somethinjg. 1 thought the idea that was presented 
V an earlier witness, tymg it to the mortgage perhaps might be 
able to do it. 

Mr. Slattery. Have some merit? 

Mr. ViOLANTE. I would have to agree with that, Mr. Chairman. 
Mr. Slattery. Okay. 

Any other questions? 

Before we adjourn, I might let you all know that the status of 
the legislation mat we passed out of the Hoiise earlier, the Kreidler 
bill, deling with the effective date of the SGLI increase from last 
year. As you recall, we passed that out of the House, and the Sen- 
ate is apparently including that in their DOD authorization bill, so 
one way or the other we will probably see the enactment of H.R. 
2647 whi<^ will establish the international date line eis tiie time ef- 
fective for the increase in the SGLI benefits that we enacted last 
vear, so it will address some of the problems that our colleague, 
Mr. Kreidler, identified, and bottom line, we will get that enacted 
and completed one way or the other, either a stwd alone bill or 
as part of ^e DOD authorization bill, and I will be a member of 
^e conference apparentiy dealing with that if it is in the DOD au- 



24 


thorization bill. So I want everybody to know that we are moving 
forward with that and hopefully we will get that done. 

I appreciate your testimony today, I appreciate your attendance, 
and as alwaw we value your input, so thank you very much for 
coming toyed. I have no fiulher questions. 

If you don’t have any further comments for the good of tiie order, 
then we will stand adjourned. 

Colonel Partridge. Thank you, Mr. Chairman. 

[^^ereupon, at 11:20 a.m., the subcommittee was adjourned.] 
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statement of R.J. Vogel 
Deputy Under Secretary for Benefits 
before the 

SuOcanittee on Qvpensation, Pension and Insurance 
Connittee on Veterans' Affairs 
MMse of Representatives 

September 23, 1993 

Mr. Otaiman artf M ee c o rs of the Subcowilttee: 

1 an pleased to nave this opportunity to provide the subconittee «lth a report 
on the current position of the Govenwent life insurance programs that are 
adninistered or snjervised by tt» Department of Veterans Affairs. With tse today 
ate Tom Lastowka, Director of the Philadelphia Regional Office and Insurarce 
Center, and Paul Koons, his Assistant Director for Insurance. 

In addition to discussing tne present financial condition of the eij^t programs, 
«B »ill report on tt» program benefit enhancements and service improvements that 
have been Isplenented since the last oversight hearing, and on the construction 
of tne nea Regional Office and Insurance Center facility in Philadelphia. 

The Insurance programs atfclnistered and supervised by the Department of Veterans 
Affairs provide more than $50S billion of insurance protection to 6.7 million 
veterans an3 nemters of the uniformed services. Wien compared nith 2,00(H>lus 
caimeicial insurance companies natlonvide, the amount of coverage provided by 
the VA-sponsored programs aoold tank us as the third largest life Insurer in the 
country. {Exhibit A) 

Generally, ae break the eicfit programa into tao broad groups: the six Ihet ae 
aaslnister entirely In-house and the tap that we si*mrvlse uider a grcx® 
contract with the Prudential Life Insurance CBopeny of America and approxinately 
ISO reinsuring compsnles. 

Four of ths six adaihisuted programs ate salf-8>®potting in that sufficient 
reserves have been Invested In U.S. Treasury securities to snsure that ssch of 
the programs' future liabilities alll be met without the need for any 
woropriatsd fuVs. Tlmse are the United States toverment Ufa Insurarce 
(USGLI) progrw, which covers World War 1 and post-world War 1 vaterans; the 
National Servlcs Life Insurance INSLl) program, which prlmerily insures World 
War II veterans; tf* veterans Special Ulfe Insurance (VSLl) progiem, which was 
deslQfwd to insure Korean War veterans; and the Veterana Reopened Insurance 
(WI) ptogrms, which insures disabled NSUI end VSLI policyholders who dropped 
their insurance and were given e one-year period beginning in 1965 to apply for 
this replscmaent insurarce. The only expenses incurred for these four programs 
are VA's coats associated with edninistering the USO.I, NSLl, and VSLI programs, 
and a raUtiwly small amouit for what are referred to as extrs-haiaro paymo nts 
for the USGLI and NSLl programs; by law, these are paid for by the Government. 

Extra-hazard paytrents an authorized for death or disability claims when tW 
death or disability was directly attributable to an injury or disease resulting 
from the extra hazards of military or naval service. These extra-hazard 
payments anwaited to $2 million in 1992, less then one-tenth of one percent of 
the pipgraas' income. They generally represent payments to anruitants of usai 
or NSLl poUcytclders who died as a result of war-incurred injuries, or premlun 
payments for policyholders whose premiums were waived because they became 
totally disabled as a result of war-related injuries. The expenses that VA 
incurs in administering the VW program are paid for by a reimbursement from the 
VRl's trust fund each year. 

The reserve levels for each of these programs are reviewd and adjusted each 
year by VA's actustlal staff to ensure that the programs ratialn financially 
SOUW3. These detcrmlnatlvis, which are based on mortality studies and the yield 
on investments, are reviewed on an amual basis by a gtixo of eminent aebaties 
from tte comercial insurarce industry who provide their advice and ^idarce as 
a public service. In addition, VA's financial statements have been audited for 
the oast two years by Price Waterhouse under a contract with the Inspector 
General and prior to tfat ^ the General Accounting Office (GAO). Ttere were no 
qtellfications made by Price Waterhouse for these programs In their aost recent 
opinion. 
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We haw provldM a report (Exhibit S) on the mount or fiaws invested in U.5. 
Government securities and loaned to policyholders, and the average rate of 
return on these investnents for each of the trust funds as of December 31, 

1992. The pie c9wrt in Exhibit C shoes the percoitage of trust funds invested 
in U.S. Treasury securities and the percental that has been lent to 
policyholders. Exhibit 0 provides a ccnparison of the average rate of return on 
the NSLI trust fund Investaents and the rate of return on the aggregate 
Investnents of all connetcial life insurance companies in tr« United States. 

The average yield on our trust fird portfolio still reflects the relatively high 
rates of interest that ae are earning on the segtaent of investaents nade in tTe 
early and iiid-1980's. For exanple, the average yield on the NSLI trust finds as 
of Ojne 30, 1993 was 9.2 percent. The portfolio is arranged to reflect the 
long-tem nature of the liabilities so that l/15th of tte Investnents mature 
each year. Consequently, we still have NSLI securities that were invested in 
1984 sfiich are yielding interest at the rate of 13.375 percent. 

The income the programs have earned on their investments has enabled the 
programs to pay fairly substantial dividends to policyholders and to increase 
seme of the other benefits that the programs provide to policyholders and their 
beneficiaries. However, if the current trend in Interest rates continues, the 
rate of return will gradually decline as the older investments are replaced with 
lower-yielding new investments. This will have an effect on dividends and on 
the interest that we credit to policyholders who leave their dividends in 
interest-bearing accounts, and on anrultants and benaficlaries, whose payments 
ate affected by the current interest rate earned on the trust funds. The 
decline in interest rates has already had a significant effect on the rate that 
we Charge policyholders who borrow finds. Since 1981, the interest rate charge 
for policy loans has been a variable rate that is tied to the U.S. Treasury's 
iO-Yaar Qjnstant Maturities index. Under our current regulations, the rate is 
adjusted on October 1 of each year based on the index rate for the preceding 
One. Qjrrently, the rate is 7 percent and will be reduced to 5 percent on 
October i, 1993. ^ only exception is USGLl loans, which by law are fixed at 5 
percent and cannot be changed. 

The two administered life insurance programs which are not financially 
self-supporting are the Service-Disabled Veterans Insurance (SOVl) and Veterans 
Mortgage Life Insurance (WLI) programs. Both of these programs insure the 
lives of disabled veterans, and were intended to restore the insurability these 
veterans lost as a result of their disabilities. That is, they were desigrmd so 
the veterans could acojire insurance at the sane rates a non-disabled healthy 
individual could from a connercial company. Consequently, the piemiun rates 
that are charged are based on rate scales that were comparable to those used by 
comercial companies to insure healthy individuals when the programs were 
established. Since the mortality rates for the individuals insured by these 
VA-adninisteted progr a ms are significantly higher than the mortality ratas for a 
comparable groia) of healthy individuals, the prenluii In co m e is rot sufficient to 
cover the claims' costs and annual subsidies are required. These subsidies are 
provided through the Veterans Insurance and Indaarities (VUl) aopropriatlon. 

During fiscal year 1992, $19,804,000 was transferred from the Vltl account to 
the SDVI program. Unlike the other programs, there are no reserves to fund the 
future liabilities of the SOVI program. (Xir actuarial staff estimates that if 
ail SOVI policies are carried to maturity, the current unfunded liability 
amounts to $368 million. This anoieit was calculated on a statutory accounting 
basis. 

In the Veterans Mortgage Life Insurance program, a subsidy of $3.3 million was 
required in fiscal year 1992. Approximately $3 in acpropriated finds are 
required for every $1 in premiimi income to cover the costs of the WLI prograw, 
which currently insures approximately 4,300 veterans idx> were entitled to a 
specially adapted housing grant. The total coverage provided by this program 
amounts to $214 million. 

Exhibits E-1 through E-6 provide a statistical profile for each of the 
administered programs as of the end of calendar year 1992. The profiles include 
the nunber insured by each program, the average face amount of each policy, the 
total coverege provided, the annual death rates and other significant program 
data, 
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The total disturseaents Including policy loans for the USGLl, KSLi, VSLl, VRl 
and SOVI piogrants this year are projected to be apotoxinately $2 billion. Of 
this total, nearly SI billion »111 be paid in dividends to 2,511,500 
policyholders itith participating policies. 

The tw supervised programs are the Servlceaien's GrtMi Life Insurance (SOLI) and 
Veterans Life insurance (VGLl) prograns. The SOLI picgran currently 

provides full-time insurance protection to approximately 2,995,000 members of 
the uniformed services, the Ready ReserNVS and the Retired Reserves, 
representing a total amour«t of coverage of SA5S billion. The primary insurer, 
the Prudential Insurance CCam>any of America, adainisters the program from the 
Office of Servicemen's Grov Life Insurance (OSGLI), located in Neaark, Ne« 
Jersey. Although the primary insurer is responsible for the day-to-day 
adninistratlon of the program, VA has retained primary responsibility for 
policy and program taaragement decisions that involve legislation, nonioutine 
coverage determinations, and service delivery issues. VA and Prudential share 
responsibility for the flnsncial managenent of the program and for setting 
premiimi rates that vlil ensure that the program operates on a self-sivporting 
Oasis. 

The program has maintained a strong financial position due, in part, to the high 
interest inccme from the invested reserve funds that aas earned in the early and 
mid-1980's and to the continued ioprovemants in the mortality experience of tne 
active duty memOers. As a result of thesa too favorable factors, tne SOLI 
program accumulated a surplus, ahlch oas Invested in short-tem Treasury 
securities and neld in the SCLI revolving fund for the benefit of the nembers. 

Ke have gradually liquidated the surplus ever tne last nine years by 
supplementing the prsmiun income collected from the ment e rs and providing 
coverage at a Oeloo<ost rate of B cents per $1,000 per eonth. Nlth the need to 
strengthen the reserves to cover the increased coverage amounts that were 
autr«rlred by FUilic U« 102-5dS. this surplus fund, which oas desigrmtsd as 
‘the premium steblllzation reserve,* olll soon be dvleted. Consegjently, oe 
ate planning to increase the pteeiija rate for active duty and reserve members 
from a cents per $1,000 per month to 9 cents per $1,000 pet month is of Jjly 1, 
199a. The result sill be an increase in the monthly pteniun from $1$ to $ia for 
$200,000 in coverage, which is the maximum amount available. 

It la worth noting here that the $0.1 program has been entirely salf-s<«portlng 
financially siixe 1974, ahlch was the last time the Government contributed funds 
under the extia^zards provisions of the enabling legislation. Ojrlng the 
Vietnam War, approximately one-helf billion dollars in extra^rard payments 
were made by the military services to cover the cltlme thmt were attributable to 
the deaths that occurred as a result of the wartime hostilities. Sines that 
time, ell of tne claims and aOtinistratlve expenses have been covered by the 
members' premium payments and the investment income. 

The second program supervised by VA is the Veterans' Group Life Insurance (VO-I) 
progrmn. VGLI provides post-separation coverage to active duty personnel and to 
a small group of Isxlividual Ready Reservists and Inactive National Guard menbeis 
who are in a nondriiling atatus. Although originally VOLI was liialtsd to a 
single five-year term period, njblic Law 102-568 allows VGLI to be renewed for 
an indefinite nuiter of five-year tern periods. We currently Insure 554,230 
veterans and members of the Individual Ready Reserves and Inactive National 
Guard for $22 billion In insurance coverage. Unlike SGLl, where the active duty 
death rate (.7 per 1,000) Is less than one half the death rate (1.81 pet 1,000) 
of the general civilian population for the same average age, the VGLI death rate 
(2.55 pet 1,000) la 50 percent higher then the coeperable civilian rate (1.96 
per 1,000). Cbnseqjently, tne premims are significantly higher than the 8 
cents pec $1,000 per month that we have been charging the active duty and 
reservist members. The va.1 program also incurs significantly higher 
adninistratlve expenses, since Individual records must be naintaired for each 
account, including pcemliei collection and policy service actions. With the 
irxleflnltely renewable feature of VCU, we have had to extend the premium rate 
tables for VO-l and make sene other minor adjustments In the rate structure. 
These new rates, which we have provided In Exhibit E-1, will take effect on the 
Insured's next renewal date. Although VGLI Insureds nay now renew their 
co\erage, they still retain tne option of converting to a permanent plan of 
coniaerclal insurance with one of approximately 150 participating conpanies. The 
pcemlun rates charged for a converted policy are guaranteed to be the sane as 
the companies would charge individuals who are classified as standard (healthy) 
risks. 
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The SGLI and the VtS.1 progr a ms are subject to the conpetitlon of the 
marketplace. There are several *rratemal associations* that offer insurance 
protection to serviceaenbers and veterans. A few of these organizations offer 
coverage at lower rates for certain ages. This is possible because of ttelr 
tndenciting and health requirements, which allow them to exclude *bsd health 
risks.* They also do not have the costs associated with the 120-day free 
post-separation coverage period or the costs associated with the conversion 
privilege to a permanent plan of comercial insurance. Proniuns for SGLI and 
VG.I are based on the mortality experience of the entire gnxp and also cover 
the expenses associated with aatinisteting the program. Elxcept for a relatively 
small risk charge which is shared by all of the reinsurers, the program operates 
on a cost-relnbursement-cnly basis. That Is, the primary insurer 1$ reimbursed 
only for the expenses it Incurs in adxinistering the program. These expenses 
are periodically audited by en independent accounting firm, ^hiblts F -2 and 
F-3 provide detailed statistical profiles of the SGLI and VGLI programs. 

I will turn now to sane of the benefit enfianceients and inprovements in the 
delivery of insurance benefits and services that we have Implemented since the 
last oversight hearings. Many of these enhancements were made possible by 
legislation that was strongly supported by this conittee. In managing both the 
attiinlstered and supervised programs, we are comitted to identifying and 
meeting the needs of cur customers both in terms of meximizlng the benefits they 
receive and in providing service to then as policyholders and beneficiaries. 

In managing the trust finds for the aOiinistered programs we have followed what 
the actuaries would describe as *contrlbution principles* in allocating the 
investment earnings that the funds have yielded. Based en this vproach, the 
Secretary approved a 2S percent Increase over the guaranteed amount of the 
monthly payments made to NSLI arrultants In Jbne of 1990. This was addeo to a 
SO percent Increase that was authorized in 1988. The increases were approved by 
the Secretary on the bests that the reserves held for these annuitant payments 
were generating Income which should be properly shared by the annuitants. As a 
result, the total increase in monthly payments has anounted to 7$ percent over 
the guaranteed amount. In January 1993, a similar 7S percent increase was 
authorized by the Secretary for VSLI annuitants. These increases make our total 
annual payout to this group of 103,000 beneficiaries approximately $72 million. 

Similar reasoning led to the payment of interest to beneficiaries of USGLI, 

NSLl, VSLI, and W1 policies who have received limp sui payeents since May of 
1991. Interest Is paid on the amount payable to the beneficiary from the date 
of death of the Insured to the date payment Is made by the Treasury. The 
interest rate ia tied to the average yield on the trust funds, where the money 
Is held until payment Is authorized. Although proceeds are generally paid to a 
beneficiary within five days of the receipt of claim, there are occasions when 
payment nay be delayed. This can happen If a beneficiary cannot be located, 
there is a contested claim, or when payment to an estate or minor beneficiary is 
Involved. This action was authorized by ftAllc Law 10O-dB7. 

We frequently receive requests from policyholders for information on how they 
can obtain additional insurance. TTm maximun amount of a policy Issued under 
the NSLI, VSLI, and WI programs is $10,000. Kiwever, since 1972 policyholders 
in these piograns nave had the option of using their dividends to buy additional 
insurance. Some policyholders have acojiulated as much as $30,000 in additional 
coverage using this option. In Cbnuary of 1990, the Secretary authorized a 10 
petcent Increase in the amount of paid-np additions that had been previously 
purchased by policyholders, based once again on the favorable Interest earnings 
of the reserves. A similar IS percent increase had previously been approved in 
1987, which we reported on during our last oversight hearings. 

Additional coverage becsse available as a result of the legislation introduced 
by this cotmlttee and enacted in nAllc Law 102-8£, which gave 337,000 
policyholders who were holding their dividends in a dividend credit or deposit 
account the opportunity to use their accumulated dividends to buy paid up 
additions. In September of 1991, a ore-year *open season" was declared for U^Is 
purpose. Approximately 30 petcent of the eligible policyholders took advantage 
of this option and puichased $423 million in additional coverage. 
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Arotner benefit eri ha nceeent ns approved by the Secreuiy, as part of his amial 
dividend declaration, for policyholders aho have purchased the total disability 
Inca* provision (TOIP) rider. This optional policy rl(ter provides for monthly 
inccne payments to policyholders M beccae totally disabled for six imths or 
more. The Secretary declared a dividend for this grap, payable to both totally 
disabled policyholders eho are recelvlrq monthly paymeMs and to those vho are 
still paying for the rider. The payments for totally disabled policyholders 
with the rider were Increased by 50 percent as of July 1991. Those who are 
still paying for the rider received a dividend that essentially decreased their 
psyaent amount by 50 percent beginning In October 1992. These dividend payments 
will continue for an Indefinite period and have resulted in Increased TOIP 
payeents of approximately $15 million annually. 

The most significant changes In the Insurance benefit structure went into effect 
last December 1 as a result of the Veterans’ Benefits Act of 1992, njblic Law 
102*566. The four progratas affected were SOLI, VGLl, VM.1 and Service^lstblad 
Veterans Insurance (S-OVI). 

The eaxlmin taount of SOLI coverage available was Increased ftca $100,000 to 
$200,000. The aaxlsui aanunt of WLl coverage was also raised to $200,000 for 
those separating on or after the effective date of tte law. Additionally, VGLI 
Is now renewable for life in five-year ter* periods, with conversion to a 
ccnnerclal permanent plan policy available at the end of each tern period. 

Unlike previous SGLl Increases, which were applied autceiatlcally, application 
must be made for the additional $ 100,000 In coverage, and an open season was 
declared from Oecenoer 1, 1992, to March 51, 1995, for this puipoM. To prepare 
for this open season, note than four million applications were redesigned to 
acccnnodate the new coverage amounts and distributed throughout the mllltiiv. 

■e have some concerns about the Impact of requiring an afflnatlve application 
for the coverage as compared with the negative enrollment feature that exists 
for the first $100,000 in coverage. Under the negitlve enrollment apptoech, 
servlcemembers are autoaMtieelly Insured ipless they decline the coverage in 
writing. Mlth the affirmative applicetion requirement for the additional 
$100,000, we nave already encountered several difficult cases where the 
beneficiaries have claims that the application was complatsd but lest, or thst 
the nenPer was never advised of the additional coverage option or given the 
opportunity to apply. W will contlrue to review this situation to deteinlne 
whether a change In the enrollment requirements Is warranted. 1 should note 
despite these cases, both the Office of Servlceeen's Qtlxp Life Ineurtnee 
and the military services did an outstanding Job In printing and distributing 
the applications to menbars of the uniformed services throughout the world 
between October 29, the date the law was passed, and the Oeceober 1 effective 
date. 


The Veterans Benefits Act of 1992 also gave totally disabled policyholders In 
the S-DVl prograe who are ipder the age of 65 the option of purchasing an 
additional $20,000 In coverage. A on e -y ea r open season was granted to the 
51,000 currently eligible policyholders to apply for the additional coverage. 

An application was mailed to each policyholder. Appicmlmately 5,500 
applications for the coverage have been approved and more than $101 million in 
coverage has been Issued. The open season ends on October 28 of this year, 
^llcyholders who become totally disabled In the future will have one year frqn 
the time they are granted a salver of their piealun to wply for the 
supplemental coverage. 

The new act also Increased the eexlrea coverage amoLTit In the ^M.1 program fion 
$40,000 to $90,000. The Increase was granted on e negetlve-enroUment basis to 
the 2,000 policyholders who had aortgages In excess of $40,000. Only 196 
declined the additional coverage. An additional $54 million In cover a ge was 
Issued as a result. 

As managers of the VA Insurance programs, we strongly support the concepts 
associated with the President’s efforts to 'reinvent Govemaent.* In addition 
to Implementing the preceding benefit e rS ian ce acn ts, we have also concentrated 
our efforts over the pest several years on Identifying our custcmers’ needs and 
meeting those needs as best we can with the resources available to us. As one 
result of our efforts, the aeployees at the Rvlladelphia VA Regional Office and 
Insurance Center were reco^ilzed by the Federal Quality Institute in 1992 as one 
of the Quality Isprovie n t Prototype Award recipients. 
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As part of our total quality aanageaent efforts, ae have streamlined several of 
our key aork processes and service delivery systems. For exaaple, last Oecenter 
«e Introdjced a nea dividend opticn aMch ae call Ue net premlui billing 
option, atil^ alloas policyholders to use their annual dividends to pay their 
premluis. Under this option, the dividend is autonatically applied to pay as 
many monthly ptenluBs as possible and the Insured Is billed for the balance of 
the annual premlui. if the dividend amount is greater than the aaount of the 
annual prenluii, the excess aiaount Is refunded, used to buy additional Insurance 
or reduce an outstanding loan balance. Approxlnately 30 percent of those 
eligible for this option nave elected It as a convenient premium payment 
alternative. 

Ne have also encouraged the use of FAX nuitiers and special post office box 
outers to speed the processing of claims and loan applications. Our average 
processing times for these tvo critical end products is 3 workdays for a claim 
and 2 1/2 days for a policy loan, which compare very favorably with the average 
processing times for commercial insurers. 

The most significant service Improvement that we have made In the past few years 
has been the Introduction of nationwide toll-free telephone service for 
policyholders and beneficiaries. We have answered more than 3.5 million calls 
since we began this service in 1968. Me are currently answering approximately 
3,500 calls each day. The demand for this type of service has continued to grow 
and we have been ch^lenged to find innovative ways to meet the demand within 
the limits of stiffing resources available to us. Since the Inception of the 
service, ae have added eddltional lines two times, and Introduced technology (an 
’eutamited attendant*} that allows ua to route routine calls to a part-time unit 
that works during peak hours. The autoauted attendant also offers eftei-hours 
callers the option of leaving a message with a proidse of a call back the next 
day, or of listening to prerecorded anewere to the most freqjently asked 
Insurance questions. 

The Insurince Service Is also working with the Veterans Assistance Service on a 
project that la designed to acquire ihat Is referred to as Interactive voice 
raaponse technology, which would give policyholders the option of accessing 
their account throu^ a touch-tone phone to obtain Information on the status of 
their account. For exatele, they would be able to check on the due date end 
amount of their next preadue, or on the currant loan or catf) eurrendor values 
that are available to thoa. They could also check on the status of their next 
or previous dividend payment. 

We have also taken advantage of the wealth of Information that la available from 
our callers to Identify their moat pressing service feeds, and to Identify the 
forms and form letters that cause the most confusion or frustration, we have 
already modified several of our fonaa as a result of this feedback ften our 
toll-free telephone "listening poet.* in teepon ae to out callers' needs for 
Information, we will begin nailing an annual atatoment to all poUeyheldars 
early next year. The statement will provide the Infcnstlon most frequently 
asked by policyholders when they cell about the status of their policies. The 
new stataawnt has been reviewed by a focus gtoip of policyholders to ensure that 
it la easy to understand. 

We have aiade It easier for veterans benefits counselors aroux] the comtry to 
obtain infoniatlon on an insured's policy and to respond to routine requests for 
status reports when a policyholder calls VA's new national veterans assistance 
teU-free telephone nuabet. We have also assisted the Office of Servlcaaien's 
Group Life Insurance with the estebllirtaent of a nationwide toll-free telephone 
nuter for questions concerning SQ.t and WLl, which will begin operation next 
month. 

We are experlmsitlng with an alternative worksite Initiative, or what has been 
called a 'flexiplace* prototype, where an aaployee works at home or at an 
approved remote site. Flexlplste will allow us to hire and retain Individuals 
who cannot work In a conventional office setting for various reasons, such as 
persons with ssull children or eldercare responslblUtles, and for some 
speclally-abled Individuals. Flexiplace provides a say to roaaln cupetltlve 
with oppoituiities available In the private sector, alloas trained employees to 
W retained, gives management flexibility In handling excessive workloads, and 
provides alternate scheduling, which allows tis to provide better service to 
custoeers. 
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There is one other »*lnistrativB area that I want to r^jort wi today, and that 
is the M)P systee that si*ports the insurance pioQiaRS. SIjxw tf» last 
oversight hearing, ae have aade significant progress in eodeinlrlng the systen. 
Ail of the coaputer programs have been renitten in a wdem language, which 
allows for greater flexibility and therefore easier progrmlng. The isajorlty 
of policy service actions that requite ADP support can ra>s be accwpll^ied 
thiau^) the use of a video di^lay tenalnal. We have virtually eliminated our 
reliance on antiquated technology such as ptrch cants and optical character 
readers. «e have successfully incorporated the use of barcode tectraiogy in 
work processing to erhance the delivery of services to policyholders. Barcoding 
is especially useful for hl^ volimv vplicatlens, where it has been sr»wn to 
reOjce processing tine drmastlcaliy when coepared to applications processed 
(Ksnually. 

The Insurance programs are an integral part of the Veterans Benefits 
Achinlstratlon’s eodsmiration plam, and as part of those plens we ate 
currently installing new workstatlcns that will provide orwllne access to 
■enuils and reference esterisl for faster processing. These workstations will 
also provide advanced word processing to leptove the accuracy and tlaelir»ss of 
correspondence. We hope to have both of these wplleatiors available by the ex] 
of the year. 

49wever, we still he«« one major hurdle to overcome, which is to expartf trm 
insurance data base so it can handle larger field tires, be are still 
handicapped in our ability to process certain payment amounts that xere r»t 
anticipated when the Oata base was daslgned in the IMO's. As a taaporary 
measure, we frequently have to split large poUclet Into two or more SMller 
policies in order to make these payments throuf^ tt« ADP system. This 
occaslonslly causes sane confusion and frustration to our polieytvlders. Host 
of these situations involve accounts that have accumjlsteO large amounts of 
paidHC additlontl insurance. M are currently worki^ on the expansion of the 
fields and plan to have it coepleted by the end of next year. In addition to 
eliminating the confusion, the expanded data base will also allow us to 
eliminate s significant amount of calculations that our workfoioe must now 
perform clerically. This in turn will help us ieprove our processing timeframes. 

The last topic 1 would like to address is the new building site at the 
Philadelphia Regional Office ano Insurance Qtnter. In 1968, Congress 
appropriated SSa million to CSA to construct a new facility for VA. The intent 
of the project is to provide VA with a modem facility to replace its outmoded, 
tum-of-the^entury industrial space and help us meet the challenges of the 
1990's end bayono. CSA subsequently proposed thet VA be housed in a faderal 
building to be constructed at JOth and Malrut Streets on a site owned by the 
postal service and tojacent to the main post office in Riilsdelphla. VA 
objected to the downtown location because we believed the Regional Office ano 
Insurance Center, with an average grade of GS 6 . 1 , could not be a coapetltivs 
eeployer in a building hcusirg regional headquarters of other agencies and so 
close to the postal operations. 

This facility will be ocovied by the VA Reglonel Office and Insurance Center, 
District Cbunsal, Inspector General's Office, National Cemetery Area Office and 
the QSA Field Office. The Benefits Delivery Center (BOC) provides diy-to-day, 
on-line operational sijcport to the Insurance Centers here and In St. ^ul, to 
the Regional Office, and to the thirteen other regional offices on the Cast 
K»st. It also provides AOP services to the Vetervis Health /Uitinlstration md 
the National Cemetery System. 

The plan calls for a four-story building with a total of 775,000 square feet. 

The Insurance Canter, which Is the headquarters for the VA insurance program, 
has a total net square footage of 87,029. This includes approxlnitsly 40,844 
square feet for Insurance files. The collections section, which receives »i0 
deposits to the Federal Reserve Bark more tfmn $2,000,000 per day in insurance 
and other remittances, sill occt«>y 5,000 square feet of space, sharing heating, 
ventilation, lighting and other utilities with the computer center. 

Ground breaking is scneduled for December 1993 or Chnaiy 1994, GSA is in the 
process of obtaining two bids. One bid is for an 18 month ccnpletlcn date and 
the other has a 24-aonth deadline. 
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GSA and VA have aothed closely together to ensure Utt building Is deslwd elth 
features that alio* for a aore cost-efficient building and will nke future 
changes and alterations easier and less expensive. Provisions fave been made 
for back-iv support capabilities to ensure continuous operation, especially the 
Benefits Delivery Center computer site, along with the Regional Office and 
Insurance Center’s nationwide 600 telephone systea. To do this, a runber of 
features have been planned which are above GSA standards a<v] do not exist In our 
present building. 

These features include dual power/tei ae om m unication entrances, dedicated 
teminai electrical circuits, horirontal telecoaeunicatlons wiring, and 
additional UPS system capacity. VA has requested fielding of t6.2 million for 
these additional features. 

VA and GSA believe that this modem office building will facilitate econonic and 
effective operations of the various VA facilities In today’s envlnvetent of 
Increasing reliance upon electronic data communication and aanlpulttion. 

Mr. Chairman, this concludes ay prepared remarks on the status of the VA’s 
insurance programs. *e will be pleased to answer any questions you may have and 
provide any additional information that you may require on any of these programs. 
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VA-Admioistered Insurance Programs 


Face Amount of Coverage 

VA vcrnis Conoicrcial Insurtrs 

Exhibit A 

Invcslmenl Formula 

InvesimenU per Program 

Exhibit B 

Trust Fund Invesimenis 

Exhibit C 

Yield on Invesimenis 

Exhibit D 


Individual Program Summaries 
VA'Administercd Insurance Programs 


United States Government Life Inturance 

Exhibit E-1 

National Service Life Insurance 

Exhibit E-2 

Veterans Special Life lasuraaec 

Exhibit E-3 

Service-Disabled Vctcram lasuraiice 

Exhibit E-4 

Veterans Reopened Insurance 

Exhibit E-S 

Veterans Mortgage Life losarance 

ExhibH E-6 


Individual Program Summaries 
VA-Snpervised Group Insurance Programs 

Vctcrsu' Group Life Insuraace Premium Rales Eikibit F-1 

Servicenen's Group Life lusurancc Cxbibit ¥•! 


Veterans' Group Life losuraoce 
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VA vs. Commercial Insurers 
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1992 In-force total 
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Insurance Trust Fund Investments 
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Yield on Investments 
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Uai«4$uu>Ga«cniitc*l Ult latariBn 
(PeKcy Naabm rrcTucd wi(k "K") 

The Wir Riik liumnce Act oM9l7 tMhorard Ibe issuuct of yearly renewable lenn policies lo service personnel 
in amounts raii(in{ from $1,000 to SIOMO- These policies were issaed from Oeiober 6. 1917 until June 7. 1924 
when asuhority for (heir issuance was roeinded by act of C uug i ess - Dsuing that period. approximaKly 4.4 million 
policies were issued for a (ace value of over $4 billioa of insinsiee. The final espiration dale of any yearly 
renewable lerm policy nos convened m a perm saeni ptsn or a (ivc-yesr coovenible policy was July 2, 1927 unless 
Ihe policyholder became disabled prior to dial date. 

TheUSGLI pro(taiii was established bi 1919 to handle the diieci issuance of new petmanem plan policies and 
conversions from War Risk term insurance. Very ftw new USGLI policies were aavally issued until efler June 7, 
1924, when the issuance of War Risk term policies was tcmiinaied. New insmnee could only be issued upon entry 
into the services until May 29, 192t when the law was a m en d e d re permn anyone, in or out of service, who served 
honorably durint World War I. to apply for new insurance ai that linic. The USGU pnpram was closed to new 
issues on Oeiober S, 1940. excepi for World Waal veterans who could apply for sudi coverage until April 24. 195 1. 

A tola] ofapproiimalely 1,15 million USCU policies were isaued. of which about 600,000 were in force in 1940 
when Ihe program closed to new issue (or all bui World War I veterans. The amouni of insurance in force is 
currently decreasing at the rate of b et w e en nine and ten percent per year (9.9 percent in 1992). As of September 30, 
1992, only 32 J52 of Ihe original 1,15 million USGU pMieies issued still remain in force. 

Prograii StaUstica: 


Opening Dau — — January 1, 1919 

ClosingDaieCNen-World War I Vetetmis) October 1, 1940 

Closing Date (World War I Veterans) Apnl 24. 1951 

Number of Policies Issued (new iasues and conversions from War 

Risk Term Insurance) — — — 1,153,000 

Pace Value of Policies loucd $4457.600.(100 

Average Amauii per Policy Isaued — .. — .v -.•$4JI3 

Number of Five-year Term Polieiea m Force -—256 

Number ofPonnaneni Plen Polieiea in Faroe ———32496 

Face Value of Policies in Force — $) 14,040,652 

Average Amouni per Policy in force — _$3,S03 

Average Anained Age in 1992 — — 71.9 years 

Average Annual Death Rale — - 76.5 per 1,000 

Total Investments of USCU Fund- — $141,106,911 

Average Rale of Reaim on all Investments 

(As of September 30, 1992)— _______ 7.g percent 

ToUl Disbuisemcnls ui FY 1992 — — $2(,S624S3 


Exhibit E-1 
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Nutionil 5«rvk« Life lasunacc 
(Policy Namben Profiled with "N** or 


The imminence orivi;e seek ntliiary induciiom into World War 11 muhed in the enacimcnt of kstslaiton on 
October S. 1940 which creaied anew insurance program known as Naitonal Servke Life ifiswance<NSLI). This 
legislation also closed the USGLI pragram to new issocs for all but World War I veterans. The NSLI program was 
ey abl ished in order lo protect the USGtl fund surplus from depletion due to wartime cla ims and to perm it the 
updated total disability and beneHcivy selection provisions. Incoming service personnel were eligrbk to apply for 
the issuance of five-year, non-renewabk term policies in sums ranging from S 1 ,000 to $ 1 0.000. whkh were 
convertible to permaneni insurance aAcr one year. 

The end of World War 1 1 brought several chMges similar to those which occurred after World War I . The I nsurance 
Acl of 1946 provided the following: 

a. Removal ofresirictions on beneficiary selection. 

b. Expanded optional senlemeni; 

e. An optional total disability income provision. 

d. Additional permaMiu plans available for conversion from term insurance. 

e. Availability of insurance to World War 11 veterans who were no longer in service , 

f. Availability of insurance to World War II veterans lacking coverage due to a service-connected disability 
less than total in degree 

Subsedoettt legislation provided that permanent plan insurance could be issued without preexisiingtenn coverage 
and (hat the term policies a force could be indefAitely renewed. *nte Insurance Act of 19$ I closed both the NSLI 
and USCLI programs to new issues on April 24. ]9SL 

Over 22 million policies were issued under the NSLI program, of which 2.493,909 remain in force, for a total 
amount of $20,912, 3 10^46 of insurance coverage. Included in the 2,493.909 total NSLI Kcounis are 2.096 "H" 
accounts. This insurance was issued between August 1 . 1946 and December 31 . 1949 to certain veterans with 
service* incurred disabilities. This insurance has the same premium rates and policy provisions as "V* insurance 
except that It is non*participaimg (t.e. the polkyhoMcn do oot receive dividends) 

Program StatisCks: 


Opening Date —•'—•October t, 1940 

Closing Date — - — April 24. 19SI 

Number of Polkies Issued- - 22, 177,000 

Face Value of Policies Issued — — 51 73,76$, 000,000 

Average Amount per Polky Issued— — “—$7,13$ 

Number of Five-year Term Polkies in Force— — - - — 675.197 

Number afPermaneitt Plan Polkies in Force Ml 5.012 

Average Amount Per Policy m Force———* g.4l3 

Average Attained Age in 1 992*— — • 69 I years 

Average Annual Death Rate— 2P,0 per 1,000 

Total Investmcnu of SSLl Fund— — ■ — — $12.31 M99, 067 

Average Rate of Return on All Invesimems 

(As of September 30. 1992)— —————**—'-*—--'—94 perce n t 

Total Disburaemeois in FY 1992 — — -—..$2,022,374,196 


Exhibit E~2 
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VctcnM* RcopeMtf luanacc 
(PoKc; Nmben PraOitd wMk -JR- or "JS") 

fn 1964. Con^ms cfiacied 4 ptece of kjbltfwn which provided for a limiierf rocpcnmgoTNSLI fora period of one 
year b^inning May I. 196} lo veiermo (no) an aeiivediiiyai dale of policy issue) who mei Ihe blowing condilions: 
I. They mus have been eligible lo obsain NSLl betw ee n Ociober t, 1940 wtd 
linuaiy 1. 19i7and 
b. They musl have had eilher 

1. A service-connected disability which was compensable, or would have been compensable if it 
were rued ten percent or more on degree, without any seriotts nonservice-cotmecied disability 
which would have disqualiried then for standard instirance (prefixed with or *iR*).or 

2. A itotiservice-connected disability, or combinatioii of scrvice-connecied and nonservice- 
connected disabtliiics, so serious that they could not obtain commercial insurance at the highest 
rales (prefixed with 'JS'). 

All plans of insurance available under the NSU program, except term insurance, ate available under the Veterans' 
Reopened Insurance program. Approximately 227, 900 policies were issued underihis program, of which ll3,6St 
remain in force for a total of Stl9,96}.929 of coverage. 

Prograni Statistics: 


Opening Date — — — — — May 1. 1965 

Closing Date - -- May 2, 1966 

Number of Policies Issued -227Jt2 

Face Value of Policies Issued — — Sl.MI.504,500 

Average Amount per Poliey Issued S7,02l 

Number of Policies ia Forc e ■ . . . — 1 1 y.ds | 

Average Amount per P^icy in Fot e c . I72I5 

Face Value of Policies in For ce""-— Sgl9.965.929 

Average Altaincd Age in 1992—— . ^,S years 

Average Annual Death Rate- M.l per 1,000 

Total Invcstmails of VR] Fund—— S}47,SS9J76 

Average Rare o( Return on All Jnvestme n ta 

(AsofSeptember M, 1992)- 9.9 percent 

Total Disbursements in FY 1992- — — Ul.241,}86 


Exhibit t-i 
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VMcraas' Mort(i^ Life loMnwx (VMU) 

VMLI is designed to provide (inanciai psweclion lo covcf wi eligibk velem's ouuunding home mongege in iIk 
even) orhisorher deuh. The VeSesiAS Atbin Regnml OfTice snd Insunnee Caller in Si. Paul. Minnesou 
jdminislefs (he mongage procection program. 

The insuraiKe is ressrkled to those duabied vcseraos who have received griMs for the purchase of spccialJy'idaptcd 
housing under the lulhority of (hie Jt.Uiiiud Stales Code. Chapser 31. Such grants are available lo those veterwis 
who arc emiiM to compensation for ssvice-connecicd pennaneiu and lotal disability due to one or more of ibe 
following condilions: 

I Loss, or loss of use. of both legs, which precludes locomotion without the aid of braces, crutches, canes 
or a wheelduir; or 

2. Blindnessinbatheyes,hivingaalylighi perception, plus the losi, or loss of use, of one leg; or 
). Loss, or less of use. OTK leglogetherwithilicresidutboroiganicdiseiseoriiijuiy which so affect ibc 
functions of balance or propulsion as to pnelude locomotion wiibow resort to a wheelchair. 

4. Loss, or less of use. of one lower extremity logetha with the loss, or loss of use, of one upper extrcfnity. 
which soiffeei functions of belance or propulsion as to preclude, or tender medkelly inadvisehle. 
locomotion without speeifK lids. 

The grant is for the purpose of acquiring idaptiont needed for the eligible veteran's residence because of his or ba 
disabilities and Is conditioned upon residence in a hooic owned by die veeeria or family membei. 

The maximum amount of VMLI allowed an eligible veierap may not exceed 190,000 or the loial mortgage loan if it 
is less than $90,000. 

The insurance it not available to veterans wbo have reached their TOih binhday. 

The insurance is payable at the time of the death of the vcicran only to the holder of die moitgage loan. No 
insunnee ii payiM if the mortgage is paid off prior to the vcieiins death. 

A veteran is automatically insured upon receipt of a gram and the securing of e mortgage on the property. The 
premiumt for this pcoteclion are btsed only on the moruliiy coso of Intiiruig non-disabled individuila and should, 
therefore, be lower than any of co mm ei cial bisunnce premwins for similar cove rage . In addilioii. the Covemmeni 
bears the admin iterative cosu of the inturanea tod all cost for claims in oicoss of the premiums paid by the insured 
veteran. 


Program Statbtiea: 

Pmgram Issue Dale — August 1 1. 19TI to present 

Number of Members Covesed 

(At of June 30. 1993h e,375 

Avenge Pace Amount in Foree 

(As of June 30. 1993)- — $49,091 

Total Face AmouM in Foree 

(At of June 30, 1993) $2I4,WS.024 

Avenge Annual Death Rate 

(As of December 31. 1992)- — 374 per 1,000 


Exhibit E-6 
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MONTHLY PREMIUM RATFS - VCLl 
AMOUNT OF INSURANCE * 


AGE 

S200.000 

SISOAOO 

SIOO41M 

SS0,000 

sio,eoo 

ThniM 

S34.00 

SI 8.00 

SI2.00 

S6.00 

$1.20 

30(hni34 

40.00 

30.00 

20.00 

10.00 

2.00 

3S (hnj 39 

52.00 

39.00 

26.00 

13.00 

2.60 

40ihni44 

6t.OO 

51.00 

34.00 

17.00 

3.40 

45 thru 49 

88.00 

66.00 

44.00 

22.00 

4.40 

50 thru 54 

130.00 

97.50 

65.00 

32.50 

6.50 

55 thru 59 

176.00 

132.00 

8800 

44.00 

8.80 

60 thru 64 


168.75 

112.50 

56.25 

11.25 

65 thru 69 

300.00 

••225.611 

150.00 

75.00 

15.00 

70 thru 74 

450.00 

337.50 

••225.66 

112.50 

22.50 

75* Over 

900.00 

675.00 

450.00 

••225.66 

45.00 


‘ AvallaUr in ineremtna 0 / H$,90O 
“Level Premium /or Dtcttasinf Term Option 

Taemrmliie premium rues /eret' t n tt t i mvi m mot tkemi. muk^ at SIMM* premium rmit ti ike eairee vet 
i»e eeilreil evreraie emmuu In »mttnei ehlM »r IP reemmple.llitpetmkim rate fee iliO.ICOroeerete •' ef iO 

Istt9.teieltrmlneee3/ellnt: > MSM. 
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Servkcwa's Cnap Life iMarance 


Scrviccmcfi's Croup Life Insurance (SCU) was insiuuKd ia IMS lo meet Uie insuraiKC needs of Ihc VKiiiam-era 
servieemember. Ahhoughlhe United Sues CovenuneM had provided life insurance coverage lo the Aimed Forces 
since World War I, the SCLI program of proteciioti loohadincrent approach. Unlihe the previous, VA* 
adminislered programs that provide individually underwrinen and issued policies, the taw creating SCLI provided 
for group coverage. Thus, ihe esublishnienl of SCLI in IMS resulted indie then Adminisiraioi of Veterans Affairs 
purchasing from a primary insurer (ftudental Insurance Company of Amenca) wdiai was ai ihai lime the largest 
group policy in the world. 

Since the program’s inception, h has undergone several signifieani modiricaiioiu to meei Ihe changing insurance 
needs of those it was designed to protect. The more noiahlr of these developments have been the program coverage 
expansions and increases in Ihe maximum amouni of insuraflce. CtuTcmly. SCLI provides up to $200,000 life 
insurance coverage fbrindividualseunenlly in military service and forcenain specified periods alter separaiion or 
release from periods of reserve duty. At the present Ihnc. there ere about T million members oftbe uniformed 
services, the ready reserves and the retired reserves covered under SCU, representing e total coverage amount of 
S4S8 billion. 


Program Statist ics; 


Opening Date — — 

Closing Otie 

Number of Policies in Force ~- 

Face Value of Policies in force ■ 
Average Amount per Policy In Fcrce- 

Average Attained Age in 1992—— 

Average Annual Death Rale—— 

Death Claims in Policy Year 1992— 


■Seplamber2S, I9d$ 

'Open 

2,99$,9J9 

$4ST.I35J]tS.OOO 

SCU-$IS3.3SO 

Retired Reserves - S«2,233 

SCLI ■ 29.4 years 

Retired Reserves • 34.0 years 

SOU -0.$} per 1.000 

Retired Reserves ■ $.03 per 1.000 

S3IT.2t2.0l9l 


Exhibit T-i 
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Vctcnas' Group life lutufiikce 


Veterans' Group Life Insurance (VCIi) is a prt^nni ofposl'Sepafiiion insuniKC sshidi provides for the c on v er sion 
orServkemen'sCroivlire Insurance (SGLI) Ms live-year leim policy. This progiam, like SCLI. is supervised by 
the Ocpannicnl of Veterans AfTain but adminisietid by the PrudcniiafsOITKe of Servicemen’s Croup Life Insumice 
(OSGLI). 

Initially, VGLI provided live-year, nortrenewable tetm coverage to recemly discharged veterans and was later 
exiended to ntentben of die Individual Ready Reserve and the Inactive National Guard. At the end of the five-year 
period. VGLI may be converted to a eommetcial permanent plan policy with any one of Idt participating life 
insurance companies. The policy is issued at standard pienivm rates regardless of the veteran’s health at the time of 
application. Effective Dec em ber 1. 1992 VGLI coverage is renewable for life in rivc-yearterm periods. At the end 
of any lerm period, a member also had the right to convert the insurance to an individual eommereial life insurance 
policy with any one of IM participatiog commercial companies. 

VGLI is issued in niukiplesefSIO.OOO up tea maiimum of 9200.000. but nor for more lhan the amount of SCLI 
coverage the member in force at the lime of scpaiaiioo from alive duly. Cuireiuly, there ate 324 J20 veterans 
and members of the individual Ready Reserves and Inactive National Guard insured for $12 billion in VGLI 
coverage 


Program Slalislks: 


Opening Date- 

Closing Date— — — 

Number of Policies in Force——* 
Face Value of Policies in Force- 
Average Amouni per Policy In For 
Average Aiuiitcd Age in 1992— 
Average Annual Death Rate— — 
Death Clauns in Policy Year 1992' 


Attgaa 1. 1974 
-OpCR 
■234.220 
S22.i4t.4t3.000 
tMJ267 
*300 years 
2 S3 per 1.000 
S47.0tt,92l 


bxhiblc r-3 
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PARALYZED VETERANS 
OF AMERICA 
Cruncml Oy the Congress 
of the United Stales 


STATEMENT 

OF 

CLIFTON E. DUPREE 
ASSOCIATE LEGISLATIVE DIRECTOR 
PARALYZED VETERANS OF AMERICAN 
BEFORE THE 

SUBCOMMITTEE ON COMPENSATION, PENSION, AND INSURANCE 

OF THE 

HOUSE CCMHITTBB ON VETERANS' AFFAIRS 
CONCERNING 

THE DEPARTMENT OF VETERANS AFFAIRS' INSURANCE PROGRAMS 
SEPTEMBER 23, 1993 


Hr. Chairman and Members of the Subcoraittee, on behalf of the 
members of Paralyzed Veterans of America (PVA), I thank you for 
this opportunity to testify today on the operation of the 
Department of Veterans Affairs' (VA) Insurance programs. 

For many of PVA's members, VA life Insurance and mortgage 
protection represent the single source of insurance coverage 
available to individuals otherwise ineligible for commercial 
coverage due to severe and total disabilities. Consequently, PVA 
and other Veterans Service Organizations (VSOs) advocated for 
increases in the maximum face value of VA life insurance policies 
available to eligible veterans. 

As we have contended in the past, the need for providing such 
additional insurance protection was most apparent in the Service 
Disabled Veterans Insurance (SDVI) program that offered life 
insurance to veterans with service-connected disabilities. Many 
of these vetersns, due to the disabilities for which they were 
service-connected, were unable to supplement their basic $10,000 
SDVI policies with commercial life insurance due to the cost 
prohibitive premium rates. 

Therefore, Mr. Chairman, I would like to thank you and the 
Members of this Subcommittee for all of your efforts and help in 
passing Public Law 102-568, -veterans' Benefits Act of 1992,” 
Title I, ’Dependency and Indemnity Compensation Reform Act of 
1992.- 

Along with reforming DIC for our widows and surviving children, 
this law made major changes to the VA insurance programs. 
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The changes that becaae effective December I, 1992, included; 

- Permitting service-connected veterans insured under the 
Service-Disabled Veterans Insurance (SDVI) who qualify for 
a waiver of premium to purchase additional coverage not to 
exceed $20,000; and 

- Increasing Servicemen's Group Life Insurance (SGLI) and 
Veterans Group Life Insurance fcoti a maximum of $100,000 
to $200,000; 

- Changing Veterans' Group Life Insurance (VGLI; to a five- 
year renewal term; 

- Increasing the maximum amount of Veterans Mortgage Life 
Insurance (VMLI) from $40,000 to $90,000. 


The continued efficient operation of these programs are of vital 
importance to those of us who hold VA policies and to our 
beneficiaries . 

Hr, Chairman, PVA believes that VA's managesient of both the 
administered and supervised insurance programs continues to 
represent one of the highlights of the Veterans Benefits 
Administration (VBA), while providing owre chan $214 billion in 
insurance protection, these programs make significant 
contributions toward providing adequate insurance protection for 
all veterans, their families, and dependents. 

Life insurance protection is provided under eight separate 
prograsis for the Nation's servicepersons and veterans. Six of 
these programs are adsiinistered directly by the Departswnt of 
Veterans Affairs and the remaining two are supervised through 
contractual relationships with private companies. The 
Servicemen's Group Life insurance (SGLI) and Veteran's Group Life 
Insurance (VGLI) programs ace administered by the Prudential 
Insurance Company of Amrica, Newark, New jersey. 

Established in 1971, the Veterans Mortgage Life insurance (VHLI) 
program is funded from the veterans Insurance and Indemnities 
Fund Chet is a direct appropriation which supports the cost of 
insuring disabled veterans. Veterans Hoctgage Life Insurance 
maximum coverage is $90,000; this insurance should help the vast 
majority of survivors of severely disabled veterans retain their 
homes. The insurance is restricted to those disabled veterans 
who have received grants for the purchase of specially adapted 
housing. Presently 4,390 veterans are participating in the 
program with an average of $50,361 in laortgage insurance. 

The Veterans Insurance and Indemnities Fund is the only veteran's 
insurance fund chat requires annual appropriations, veterans 
insurance and indesinicies direct appropriation provides fort 

- Payments to the USGLI and NSLI trust funds on claims for 
death and total disability traceable to the extra hazards 
of service and waiver of premiums while in service. 

- Funding and administration for the Veterans Mortgage Life 
Insurance (VHLI) program which provides mortgage 
protection life insurance to individuals who have received 
a grant for specially adapted housing. Policies are 
issued at standard premium races to individuals who ace 
considered high health risks. 

- Payrcnts to policyholders of war-risk insurance 

issued to veterans of World War I, who are permanently and 
totally disabled. Payments are also made on non- 
participating policies issued to World War II veterans 
with service-connected disabilities. 
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- Payments to the Service-Disabled Veterans Insurance fund 
to supplement premiums and other receipts of the fund to 
allow veterans with service-connected disabilities to 
obtain coverage at standard premium rates. 

Except for Veterans Insurance and indemnities payments, veterans' 
insurance benefits programs are self-supporting. Vh's 
consolidated insurance funds finance the following insurance 
programs : 

Service-Disabled veterans Insurance fSPVll 

This is the only VA administered insurance program remaining 
open to new issues. SDVI was designed as an insurance program 
for veterans discharged with a disability rating of 10 percent or 
greater, and provides coverage at standard rates. There are 
approximately 169,344 policyholders with an average face value of 
$9,235. 

Veterans Reopened Insurance IVRII 

The program was established on Kay 1, 1965, and closed on May 2, 
1966. It offered veterans, who served between October 6, 1940, 
and January 1, 1957, the opportunity to obtain life insurance 
coverage . 

Coverage was extended to individuals with service-connected 
disabilities who were either uninsurable or who could not qualify 
for standard races and were not on active duty at Che date of 
issue of the policy. 

Servicemen s Croup Life Insurance ISGLII 

SOLI provides insurance coverage for military personnel, 
reservists, members of the National Guard, Service Academy cadets 
and midshipmen, and certain ROTC students. 

National Service Life Insurance (NSLII 

HSLI, sustained through premium collections and interest on 
investments, was established in 1940 to serve the insurance needs 
of World War II service personnel and veterans, issuance of new 
policies ended in 1951. This is the largest OovemmenC 
administered insurance program. 

United States Government Life Insurance (DSOLIl 

USGLI was established in 1919 to receive premiums and pay claims 
on Insurance converted from War risk term insurance of World War 
I . 

veterans Special Life Insurance IVSLII 

VSLI was made available for the payment of claims for the 
insurance program authorised for insurable veterans who served in 
the Armed Forces after April 24, 1951, through January 1, 1957. 

Since the start of these insurance programs, VA has issued more 
than 24 million policies and has collected about $66 billion in 
incooie from these policies, disbursed $54.3 billion to 
policyholders or beneficiaries, and currently holds $13.7 billion 
in reserve to cover future liabilities to these funds. 

Vice President A1 Gore's efforts to create a more effective 
government through the Report of the National Performance Review 
has recommended changes to the VA's Insurance Program which 
potentially would recover veterans' Insurance administrative 
coats from premiums and dividends. Tltese administrative costs 
are currently borne by the Department of Veterans Affairs under 
laws established by Congress. 
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PVA is concerned with this reconsendation to recover veterans ‘ 
Insurance adninistrative coats. We regard this potential shift 
in coats fron Vh to the veteran as an undermining of a program 
founded on the sacrifices of America's veterans over the years. 
The proposal, in effect, produces a reduction in a benefit to 
(rtiich veterans and their survivors are entitled. According to 
VA, this proposal to recover insurance administrative costs from 
premiums and dividends will asiount to $135 million in lost 
benefits to veterans. 

We ask you Mr. Chairman and Members of this Comittee to reject 
this purportedly minor revision in VA’s insurance programs. 

Based on past experience, we know that such minor changes become 
the forerunner of a future avalanche of change. 

Hr. Chairman, this hearing, once again, indicates your deep 
concern for Che insurance needs of all veterans. Such concern 
has enabled VA to become increasingly responsive to those needs. 
That concludes my testimony. I will be glad to answer any 
guescions you might have. 
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Tie Nc«i Commissioited Officers Association of the USA (NCOA) is grateful for the opportunicy 
this oversight hearing provides to discuss the general subject oi insurance for veterans and 
members ^ the Armed Faces. Since slightly more than four years have elapsed since a hearing 
on this important subject has been conducted, today's hearing is a welcomed opportunity for the 
more than IdO.OOO membeis of NCOA which represent all segments of the enlisted military 
community and their families. 

At the onset, the Associatioi wants to excess abundant thanks to the distinguished Chairman, 
membeis of the subconmittee, and the entire Congress, fa the attention given over the yeais to 
the unique insurance needs ^ vetetwis and Armed Faces members. With origins ^ting to 
Wald War I, the Congress has been steadfastly mindful to ensure the adequacy of insurance 
coverage to meet financial requirements of veterans and serviamembeis. Given the hazards and 
risks associated vriih day-to-^y life in the miliiaiy, during peacetime and war, the requirement 
for continued subcommittee attention to this imponant area will na diminish in the yeais ahead. 


PROGRAM IMPROVEMENTS 

Prior to commenting on specific insurance programs and discussing areas of concern, the 
Association wants to acbiowiedge and express gratitude fa recently enacted imptovements to 
several prognuns. 

The increase to $200,000 of t^ional Servicemen's Group Life Insurance (SGU) and Veterans 
Group Life Insurance (VOLI) were positive, realistic improvements to ensure that the survivoia 
of serviamembeis and veterans will be sble to msinlsin s reasonable standard of living. The 
increased optional levels of coverage, coupled with the five-year renewable feature of VGLL 
affords serviamembets and veterans a greater degree of flexilHtjiy to adjust to changing life- 
cycle factors. Likewise, the rise to $90,000 in Veterans Mortgage Life Insurance (VMU) and 
the increase to $20,000 in Servia Disabled Veterans Insuiana (SDVI) takes into account the 
additional special insuraim needs of disabled veterans. NCOA is pairicularly grateful fa each 
of these improvements. 


ADMINISTRATION AND MANAGEMENT 

Fa the purposes of this hearing. NCOA does na believe that a comprehensive review of each 
of the eight VA administered a managed insurana programs is necessaiy sina the 
subcommittee has access to (he focis and figures regarding the soundness of each program. 

The quesfioi of how well a how pooriy these programs are waking can best be measured by 
answers to the following questions: (1) Are veterans reaiving the very best coverage posible 
In terms of today's economic realities? and, (2) Are administrative services lesponsve to the 
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cUiins and inquiries of policyholders? The Associatioo believes that both questions can be 
answered in the a/Ilmiative as supported by our pfdicyliolder members as well as NCOA 
Veterans Service OHicers nationwide and by annual VA reports. In this regard, the 
Associatian would be remiss if we did not acknowledge the sustained effans of the VA and 
speciflcally the insurance ^ogram management sufT to continually seek improvements in the 
administration and management of these valuable programs. 


Genenlly speaking, the Association is not aware of any particular problems with the 
administration or management of any of the eight Veterans Administration supervised or 
administered Life insurance programs. In the Association's view and as evidenced by annual VA 
reports, all eight programs are flrumcUIly sound and administered and supervised very effectively. 
Each year, VA actuarially determines the appropriate level of reserves needed for each program. 
In making this determination, the VA takes into account current policy reserve levels, mortality 
rales, interest rates on cutteni investments, the cash values of current policies, and expected 
premiums it will collect throughout the year. Excess annual earnings, which represent the 
balance of funds after claims are paid and reserves are funded, where appropriate, are returned 
to policyholders in the form of dividends. 


COST SHARING 

In March 1992, the General Accounting Office (GAO) reported (OAO/HRD-92-42) to the 
Chairman of the Senate Veterans' Affairs Cominillee that the administrative costs of three VA 
administered life insurance programs sliould be paid from excess funds. Specifically, the GAO 
recommended that policyholder dividends should be used to pay the adminisuative costs of (1) 
United Stales Government Life Insurance (USGLl}. (2) National Service Life Insurance (NSLI) 
and (3) Veterans Special Life insurance (VSU). The GAO report reasoned that such a move 
would result in only a minimal reduction in dividends to policyholders. GAO estimated the 
dividend reduction would average approximately $10 per year per policyholder. 

NCOA has previously opposed such a change to these three iDsurance programs. The 
Association restates its oppositioo again today. Clearly, as stated in the VA response to the 
GAO report, the $10 per year per policyholder not only amounts ro a $27 million reduction in 
dividends but would have the net effect of a $27 million increase in premiums charged to insured 
individuals long after they entered into their insurance contracts. In the AssociatioD's view, If 
legislalroD were enacted to iraplemeiit the GAO recommendalioDS, it tvould constitute a 
serious breach of faith with an elderly community of veleraos. 

Neither the GAO report nor the VA response addressed the composition of the veterans 
community who are insured through the ihiM progrsms reviewed - World War L World War Q, 
and Korean War era veierarts. Ovetall, one-third of the Nation's total veteran population will 
soon pass age bS. The veteran population over ege 6S more than doubled during the Iasi decade. 
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By the tum of the eentuty, men then 9 miUon veterans will be over sge 65. Todey, the avenge 
age of the apptouniately 34.000 Worid War I veteran (USCU) U 85* years. Ihe avenge age 
of the approxiinaiely 8.5 millirai World War □ veteran (NSU) is topping 70 years. Kraean War 
en vetenits (VSLI) avenge 68 years of age for the 3.9 million individuals who comprise that 
group. 

Approximately, 2.9 million W«ld War L World War n and Korean War en veterans have 
USGLI. NSLJ, and VSU covenge. As demonstrated in the age statistics in the preceding 
pangn^ these insurance programs provide coverage to a group of veterans who can ill afford 
to absoA S27 millirai in ad^tional premiums. The veterans covered by these three programs 
have already sacrifleed at three critical Junctures in our Natron’s history. It is appalling 
to NCOA that it would even be considered that they be required to sacriTice again in the 
twilight years of their Uves. 

The Association would also like to pmnt out to the Subcouunitiee that the USCLl, NSLI, and 
VSU programs have been targeted by President Clinton's Nadonat Performance Review (NFR). 
The NTR is also recommending to ^ft the administrative costs of these three programs to be 
payable from premiums and dividends. Preliminary estimates of the NPR are that such a change 
w^d accrue $135 million in savings. Savings or not, the net elTecl of the NPR 
recommeodation is the impositioa of a blatantly unfair burden five fold greater than that 
recommended by GAO. In the AssocblioQ's view, it is ixit a relnventioa of government to 
require more sacrifice from those who have contributed so much to the Nalion. 


RECOMMENDA TIONS 

In the balance of our teslimony. NCOA requests that the Subcommittee consider two insurance 
needs of veterans, retirees, and members of the National Guard and Reserve. 

First, as you are aware, veterans lose dental cate upon their severance from active military 
service, except for the one year period following their separation or for service connected 
conditions. Retirees, for all practical purposes, likewise lose dental care upon retirement, 
although retirees can be treated on a space available basis. The reality of the situation regarding 
retirees is that dentists and dental care resources are scarcely available to only treat active 
component personnel. 

Surveys of National Guard and Reserve members have revealed that more than sixty percent of 
these members do not have denial coverage through their civilian employeis. The rrugnitude of 
the dental readiness problem in the reserve components was vividly brought to light during 
activation of these nrambeis for the Peraan Gulf War. During that process, the surprise 
expressed by many DoD and military service oflicials at the magnitude of the reserve component 
dental readiness problem actually should have come as no surprise at all. For years the only 
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e^oR exerted by (he militaiy services has been to chart the dental condition of reservists during 
enlistment, reenlistmenl, and periodic physical exaininations. 

The Association requests that the Subcommittee explore the feasibility of a dental insurance 
program for v^erans, retirees, guard and reserve members and their dependents along the 
lines of the Delta Dental Plan currently in effect for dependents of active servicemembers. 
Unlike the Della Dental Plan, the Association envisions that such a program could be 
structured so as to be completely self-sustaining. Based upon input the Association has 
received, it appears that sufficient numbers of individuals from these communities would be 
interested in participating if the cost could be maimairted at an auractive level. Ihe Association 
believes that developing an auractive, low cost, self-sustaining program is possible simply as a 
factor of the large population base of potential eligible participants. In the Association's view, 
not only would a critical need be addressed but the overall readiness and deployment posture of 
the reserve components would be subsumially enhanced. Therefore, the Association believes 
that a dialogue on this issue should be undenaken. 

Secondly, the recently enacted Dependents Indemnity Compensation (DIC) Reform Act brought 
great equity to this survivor compensation program. NCOA fully supported the changes made 
in DIC and admires the committee for making those changes. 

Nevettheless, an unfonunaie craisequence of those changes was the reduction in benefits for 
prospective beneficiaries who served in military pay grades above E-8. Since many of these 
disabled veterans made financial planning decinons on the baas that their survivors would very 
likely be eligible for the higher benetits of the old DIC prc^nim. their prior financial planning 
decisions and assumptions have been rendered substantially less ihan andciptied. Increasing (he 
limits of VGLl coverage and allowing optional lifetime pmgram participation serves as an offset 
for the potential DIC loss for recently separated individuals as well as those in future years. 
Unfortunately, the recent VGLl program impnaveiiienis do not help those who were discharged 
prior to the change in DIC law and beibre the enactment of llte five-year renewable feature of 
VGLl, 

Accordingly, NCOA recommends that Congress authorize s VGLl 'open earollmenl'' 
period for disabled veterans wliose survivors uould poteuliaily suffer a loss in future 
benefits under the DIC reform program. 

CONCLUSION 

In closing, the Association appreciates the opponimity afforded today to express our thoughts and 
concerns on an area that is extremely iinpcHtam to veterans and membera of the Armed Forces. 
NCOA thanks the Subcommittee for your consideration of our comments and recommendations. 

Thank you. 
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STATHHENTOF 

BOB MANHAN, ASSISTANT DIRECTOR 
NATIONAL LEGISLATIVE SERVICE 
VETERANS OF FOREIGN WARS OF THE UNITED STATES 

BEFORE THE 

SUBCOMMITTEE ON COMPENSATION. PENSION AND INSURANCE 
COMMITTEE ON VETERANS’ AFFAIRS 
UNITED STATES HOUSE OF REPRESENTATIVES 

WITH RESPECT TO 

OVERSIGHT HEARING ON THE DEPARTMENT OF VETERANS AFFAIRS 
INSURANCE PROGRAMS 


WASHINGTON. DC SEPTEMBER 23. 1 993 

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 

Thaak you Tor inviting tbe Vetcnn» of Foreign Wan of the United States (VFW) to 
participate in this oversight hearing on the operation of the D epartmen t of Veterans Affidrs (VA) 
insurance programs. Many of our present VFW 2.2 millioo meinbers are directly involved in at 
least one of the seven insurance programs under review today. CovenatnesI life insunttce 
programs administered or mcailoied by the DepailinenI orVeteratts AAirs are an importanl 
entitlement; an entitlement that the VFW wants to retain as a realistic economic benefit to 
veterans, particularly disabled veterans, and their beneficiaries. 

By way of general information we note that all tbe programs under discussion today are 
administered or supervised by tbe VA Re^onal Office and Insurance Center <VAROIC) in 
Philadelphia, Pennsylvania, with a field opoaiing office at tbe VAROIC in St Paul. Minnesota. 

The VFW is very satisfied with the overall administrative management and program 
Improvements of all insurance programs tbe VA administers and the one it supervises. At the 
beginning of 1993 the VA had some 5,SOO.OOO policies in forte with a total value of S452 billion 
in coverage, to make VA the fourth largest insurer b tbe United States. 

The six irtsuratKe programs that are direcify adminislered by VA are: 

• United States Government Life Insurance (USGLI) 

• National Service Life Insufance (NSLI) 

^ Veterans Special Life Insurance (VSLI) 

• Veterans Reopened Insurance (VRI) 

• Service-Disebled Veterans Insurance (SDVI) 

• Veterans Mortgage Life InsuratKe (VMU) 

USGLIhasaSIO.OOOmaximumamountofbesiccoverage. In tbe event a veteran 
becortKS totally and penrumenlly disabled his policy is paid-up and he tectives the proceeds in 
monthly installments. This program was Gist established in 1919 for World War! veterans and 
closed in 1940 with the exception of World War I veterans who could apply fw coverage until 
April 19SI. About I.ISO.OOOpoUdeswere issued with anaverageface valueof S4.2I3. Today 



55 


- 2 - 


ApiilI9SI. About !, ISO, 000 policies were issued with an average bee value of S4,213. Today 
there are approximately 32,500 policies sdll in effect. The average age of the USCLI 
policyholders is 79 years. All USCLI policies werepaid-upmJasuary 1, 1983. VAesticnates 
that during 1993 each policyholder will receive a S263 dividend. 

NSLI has a SIO.OOO basic maximum coverage but policyholders can purchase additional 
protection by using theirdivideiids to buy paid-up additional insurance. This policy also 
contains a waiver of premiums protection in the event of total disability at no additional cost 
This program was created in October 1940 to handle the life insuranceiKedsofWorld War II 
service members. Policies were issued until April 1951. About 22 million policies were issued 
iatheavetageamountof$7,83S. Today, 2,500,000 are still in effect. The average age of the 
policyholder is 70. All NSLI term policy premiums werecappedatibeage 70ratein 1984. The 
VA estimates the average dividend for each policyholder will beS386 in 1993. 

VSLI has a maximum $10,000 basic coverage but again policyholders can purchase 
additional protection by usinglheirdividends to buy paid-up additional insurance. This is the 
insurance program of the Korean Conflict. It became effective in April 1951 and from that date 
through December 31, 1956. individuals separating ftom service had 120 days to apply for 
Veterans Special Term insurarKe which was 5 year level premium term coverage with unlimited 
renewals. However, effective January 1, 1959, d>ese policies could be converted to permanent 
plans ofinsurance or exchanged for a limited convertible term policy which was nth renewed 
alfcr an insured's SOth birthday. There was once almost 803,000 policies in force with the 
average policy worth $9,151. Today, there are 283,400 with the average age of policyholders at 
60 years and seven months old. VA will di^ense about $398 individettds toeachone inFY 
1993. All VSLI term policy premiums were capped at the age 70 rate in 1989. 

VR] was est^lished by Congress in 1964 which provided a one year reopening period 
from May 1965 to May l996ofNSLland VSU for service-connected veterans of World War 11 
and the Korean Conflici. About 228.000 policies were issued with an average value of $7,028. 
Today. 1 1 3.600 remain in effect and the average age of a policyholder is almost 69 1/2 years old. 
The average dividend for 1993 is $328.00. 

SDVI is the only individual insurance program open to new issue for veterans with 10 
percent or more service-coDDected disabilities. As oii^nally enacted in 1951, an eligible veteran 
had one year from the date service-connection was established for a disability to apply for this 
policy. In August f991,Congressexiended the eligibility period to two years effective with 
service-connection (pants made on or after September 1. 1991. In 1992, additirma! legislation 
allowed policyholders who are eligible for waiver of premiums to ^ply for up to $20,000 of 
supplemented coverage. However, premiums may not be waived on the supplemented coverage. 
About 163,500 policies have been issued with an average value of $9,235. About 163,000 
policies are still in effect The average age oftheiosurce is dxiul 5 1 years. This pr ogram does 
not ptoi a premium. About 25 percent of all these policies have their premiums waived. 

VMLI is the only mortgage insurance program the VA has. It is designed to provide 
financial protection for those eligible for veterans' home mortgage in the event of death. This 
progiam is limited to those severely disabled veterans who have received grants for Specially 
Adapted Housing fiom VA. The maximum amount of VMLI is $90,000 and tbe insurance is 
paid if the veteran dies before the mortgage is paid off. The money is paid only to the mortgage 
lender. Tbe average amount ofeach policy is $50,360 and the average age is 49. About 4,400 
such policies are presently in effect. 

The newest insurance program, stalled in Sep t ember 1965, b tbe Servicemen's Group 
Life Insurance (SGLI). This program reptesenls veey close to half the entire number of 
insurance policies presently in effect SCU b tbe only pro g r am supervised by VA but 
administered under cmtract to tbe commercial carrier, Piudential Insurance Company. SGLI 
provides low cost group life insurance with up to $200,000 coverage for individuals currently on 
active duty and for certain ^lecifted periods after sepvation or idease from periods of reserve 
duty. Ready reservists, members oftbe Commissioned Corpsof the National Oceanic and 
Atmospheric Administration and tbe Public Health Service, cadets and midshipmen of tbe four 
service academies, and members of tbe Reserve Officer Training Corps use this program. 
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Duiing 1993 there wii] be almost 3,034,000 policies in effect with a face vehre of 
$453,030,000. These DUffiben ere expected to decline in 1994 to 2,S43,000 policies with a total 
value of $426,510,000. The reductioa of active duty petsonnel is the [xiniaiy reason for this 
decrease. At the (xesoit time the SCLI program r ep c esei Us almost one half of the entire policies 
in effect Theaverageamounloflbesepoliciestoday is $150,000 with an average age of 30. 

The following points of cmitact for qieciiic infonnatioa on any of these policies ot 
programs are current The toll free phone manber for the Veterans InniraiKe Phone Section 
(VIPS)isl-S00-669-8477ortoFAX VIPSuse(215)9SI-S4<6. All death claims should use 
FAXaumber(2l5)95l-S274. For inquiries regardii^ SGU policies, the commercial phone 
number is (201) 802-7676. 

In closing out this review of iosutance programs, the VFW is aware of three pending 
house bills that deal with expanding the time frame and/or eligibility for veterans to participate in 
a specifrc program. These bills were submitted by request of the VA. H.R. 2976 offers to 
expand mortgage protection life insurance to certain categories of service-connecied disabled 
veterans who do not presently qualify for the VMLIprognun. H.R. 2978 proposes to once again 
open up eligibility for qualified vetoans, to participate in the SDVI program, and H.R 3003 
would permit certain eligible veterans to purehase iq> to $20,000 total coverage in the NSLI 
progrvR. 

Thank you Ur. Chairman. TTiis concludes the VFVs fbimal presentation. I shall be ht^PX K* 
answer any questions you ot any committee member may have. 
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STATEMENT OF 
JOSEPH A. VIOUWTE 
LEGISLATIVE COUNSEL 
DISABLED AMERICAN VETERANS 
BEFORE THE 

SUBCOMMITTEE ON COMPENSATION, PENSION AMD INSURANCE 
OF THE 

VETERANS AFFAIRS COMMITTEE 
U.S. HOUSE OF REPRESENTATIVES 
SBPTB4BBR 23, 1993 

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE s 

On behslf of the itore than 1.4 nilXion membera of the 
Disabled American Veterans (DAV) and its Honen's Auxiliary, we 
welcome and appreciate this opportunity to present our views on 
Department of Veterans Affairs' (VA) insurance programs. 

He coRsend you. Hr. Chairman, for convening this oversight 
hearing to examine the status of Insurance programs administered 
by the VA, and to solicit our observations and permit our 
comments on the efficacy of these programs for members of the 
veterans community. 

Mr. Chairman, we are pleased to take this opportunity to 
publicly acknowledge and coispliment the Department of Veterans 
Affairs for the very effective way in which they aianage and 
administer their insurance programs. The six life insurance 
programs administered by the VA contain ever 913 billion in cash 
reserves, providing considerable Indemnity protection for our 
nation's veterans, information we have received from our 
Philadelphia, Pennsylvania, and St. Paul, Minnesota National 
Service Office staffs confirm that insurance Inquiries and 
problems are handled in a very professional, efficient, timely 
manner with few complaints regarding services rendered. 

In these times when severe budgetary constraints have 
adversely ii^acted the delivery of some benefits and services to 
our nation's veterans, we connend the Departstent of Veterans 
Affaire and their Insurance Centers for a 'job well dene* and 
thank them for their dedicated public service to our nation's 
veteran cosmunity. 

Mr. Chairman, the focus of our testimony will be upon two 
life insurance programs administered by the VAi Service 
Disabled Veterans Insurance (8DVI), eoamonly referred to as *RK* 
Life Insurance, and Veterans Mortgage Life Insurance IVHLI). 

Service Disabled Veterans Insurance (SDVH 

RH Life Insurance is designed to provide life insurance 
protection to service-connected disabled veterans. Any 
service-connected disabled veteran released from active duty on 
or after April 2S, 1951, under other than dishonorable 
conditions is eligible for this insurance. RB insurance is 
issued in incremental amounts from 91,000 to 910,000, and the 
maximum face value of RR Life Insurance is 910,000. 

Certain service-connected veterans insured under the SDVI 
policy and who qualify for a waiver of premium are eligible to 
purchase additional amounts of Supplemental Service Disabled 
Veterans Insurance (SSDVI) not to exceed 920,000 effective 
December 1, 1992. 

Veterans Mortgage Life I nsura nce (VMLI) 

Veterans Mortgage Life Insurance provides mortgage 
protection life Insurance to certain severely disabled 
service-connected veterans who qualify for the Specially Adapted 
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Rousing Grant. These veterans axe automatically entitled to 
Veterans Mortgage Life Insurance upon receipt of the Specially 
Adapted Rousing Grant, {’renlums for this life Insurance are 
automatically deducted from VA compensation payments and the 
insurance remains in effect until the mortgage loan is paid in 
full, the hose is sold, the veteran reaches age 70, or the 
veteran dies. VMI.1 was increased from $40,000 to $00,000 
effective December 1, 1992. 

Hr. Chairman, as you are aware, membership in the Disabled 
American Veterans Is limited to those veterans who incurred a 
service-connected disability while serving during time of war. 
The Legislative Program of the dav is derived from the desires 
of our membership, expressed annually in resolution format. At 
our 1993 National Convention in San Francisco, California, our 
membership adopted three resolutions seeking enhancements and 
program improvements in two VA Insurance programs: RH Life 
Insurance, and Veterans Mortgage Life Insurance. 

Nith respect to the RH Life Insurance Program, our 
membership adopted two resolutions seeking: 

1. an increase from $ 10,000 to $20,000 in the face value 

of RR life Insuraneei and 

2. legislation that would authorise an 'open period* for 

eligible service-connected disabled veterans to apply for 

RH life insurance. 

Nith respect to Veterans Mortgage Life Insurance, our 
membership adopted one resolution seeking an extension of 
eligibility for this program to all veterans rated permanently 
and totally loot serviea-eonneeted disabled by the Department of 
Veterans Affairs. 

Prior to discussing the swrits of these proposals, Mr. 
Chairman, I would like to briefly discuss the history of RK Life 
Insurance and the spirit and intent of Congress when they wisely 
and compassionately designed and passed legislation creating Rfl 
Life Insurance for service-connected disabled veterans. 

Public Law 82-23, creating RH Life Insurance, was passed by 
Congress April 25, 1951. Not only did Public Law 82-23 create 
RH Life Insurance but it also established mandatory universal 
life insurance in the amount of $ 10,000 for all active duty 
Armed Forces personnel. 

Historically, World War I Ansed Forces members could 
voluntarily participate in a government life insurance program 
(OSGLI established by Public Law $5-90) , with coverage up to 
$10,000. Bighty-three percent of World War I active duty 
personnel participated in this program and the average face 
value of their policies was $8,700 — a value considered five 
times higher than the average life insurance policy held Ey 
Americans in 1917. 

Identical life insurance coverage was provided to World War 
II Armed Forces personnel (NSLI established by Public Law 
76-801) on a voluntary basis. At the peak of World War II, 95% 
of servicemen and women participated in this program and the 
average face value of their policies was $9,500. 

Hr. Chairman, when hostilities in Korea required 
mobilization of our forces, including the recruitment and 
retention of additional servicemen, several factors motivated 
Congress to examine government life insurance programs and enact 
legislation to create a more equitable form of life insurance 
for active duty Armed Forces members and veterans. 
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First, Congress was dissatisfied that I8t of overseas 
Korean servlcenen, and 22% of state-side Korean Era servicemen 
neglected to obtain any life insurance and, that of those Korean 
Era veterans who did participate in life insurance, only 54% had 
the $ 10,000 raaxlBun coverage. 

Hr. Chairman, according to a House Coonittee on Veterans 
Affairs Report (Committee Print No. 6, B2nd Congress, dated 
January 17, 1951), Congress was struck with the 'basic inequity 
and inadequacy* of the existing insurance program for servicemen 
who did participate, and Congress was moved by the circumstances 
of the surviving dependents of those servicemen who neglected to 
participate in life insurance altogether, and were killed during 
the war. 

Another factor motivating Congress was a GAO study cited in 
this House Coonittee report that stated 'during the period 1940 
to 1949 the VA had to set up approximately 26 million 
independent files based on that nuitber of applications for 
insurance in varying amounts. Had lauindatory insurance! been in 
effect during that period, the total number of files with 
respect to an indemnity would have been $438,000 representing 
the total number of in-service deaths from October 1940 to 
December 31, 1949.' 

Further clarification of the intent of Public Law 82-23 can 
be found in evidence considered by Congress, contained in Senate 
Coiionittee on Veterans Affairs Report (Comittee Print Ho. 91, 
82nd Congress, dated February 14, 19S1I where Carl R. Gray, Jr., 
Administrator of the VA, stated 'the proposed plan would 
guarantee maxitsum (810,000) protection to all, which is favored 
by many as being a great improvement over the present system 
under which many servicesMn do not apply for any insuranea and, 
in many instances, for less than the maximum protection.* 

Elmer B. Staate, Assistant Director, Bureau of the Budget, 
informed the Senate Comittee on Veterans Affairs that the 
'assurance of universal survivor protection in the amount of 
$ 10,000 [contained in proposed legislation] appears to us to be 
desirable, and would result in greater equity for all.* 

Finally, Hr. Chairman, on January 15, 1951, in his annual 
budget message. President Truman provided further impetus for 
equitable life insurance for both active duty servicemen and 
women, as well as disabled veterans by stating the following: 

Government liabilities for life insurance 
programs for servicemen and veterans are mainly 
for the cost of Administration and for payments on 
account of deaths traceable to the extra hazards of 
military service. 

In view of the Korean hostilities and the current 
enlargement of the Armed Forces, there is a pressing 
need for new legislation to assure financial 
protection to the families of servicemen. The present 
national service life insurance program does not meet 
this need. Because it is optional, the protection is 
not carried by some servicemen and is held in less 
than adequate amounts by others. The system is 
complex and costly and absorbs excessive manpower, 
especially when the Armed Forces are large and 
manpower scarce. 

It would be more equitable and over the last 
decade it would have been more economical, to provide 
a free and automatic $10,000 indemnity to the 
survivors of all who died while in military service, 
and to establish a special new system of voluntary 
insurance open only to veterans whose insurability at 
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Standard rates has been impaired by military 
service. I recomend that this Congress now enact 
such legislation and extend its benefits to the 
dependents of those servicemen who have died while on 
active duty since June 27. 1950, if they did not have 
a like amount of serviceman's insurance protection. 
(Emphasis added.) 

Hr. Chairman, Public Law 82-23, conferred entitlement to 
mandatory free $ 10,000 life insurance coverage for all active 
duty servicemen and women and simultaneously established a 
voluntary life insurance program in the amount of $10,000 for 
all veterans whose Insurability was impaired by a 
service-connected disability. Congress, very sensibly and 
compassionately, felt it important that there be universal 
equitable life insurance for active duty Armed Forces members, 
and that veterans with a service-connected disability have 
access to identical life Insurance coverage in view of their 
sacrifices for our country. 

Hr. Chairman, since the enactment of Public Law G2-23, the 
maximum life insurance coverage for members of the Armed Forces 
quite properly has been periodically increased to the current 
$200,000 maximum (effective December 1, 1992). Unfortunately, 
the maximum RH Life Insurance coverage for most 
service-connected disabled veterans has not been increased since 
the inception of this program 38 years ago, and continues to be 
$10,000, an atsount woefully inadequate to provide for the life 
insurance needs of service-connected disabled veterans. 

Public Law 102-568, effective December 1, 1992, provides 
policyholders eligible for waiver of premiums in the SDVI 
program and under age 65 to purchase an additional $20,000 in 
coverage at standard premium rates, based on the insured’s 
current age. No waiver of premiums can be granted on the 
supplemental coverage. Over 51,000 applications were mailed to 
all eligible SDVI policyholders in December 1992. It is 
anticipated that approximately 5,000 applications for this new 
coverage will be received during the first year resulting in 
approximately $75 million in increased coverage being issued to 
these disabled veterans. Hereafter, an insur^ will have one 
year frMi the time he or she is granted a waiver of premiums to 
apply for the supplemental coverage. 

Hr. Chairman, I am aware that we need not remind the 
distinguished members of this Subcommittee of the sacrifices 
born by so many of our disabled veterans who live with the 
consequences of their service-connected disabilities. Clearly, 
these service incurred disabilities ere a factor -- often a 
major factor — in their inability to acquire suitable life 
Insurance coverage at a standard rate. 

As noted earlier, $10,000 life insurance was considered to 
be five tines greater than the average life insurance held by 
Americans in 1917, and this amount was initially selected as 
adequate to meet life insurance needs of American servicemen 
(raised to $200,000 in December 1992] and disabled veterans in 
1951. 


Today, according to life insurance industry standards, 
adequate life insurance should be equal to five times the gross 
wages of the household wage earner. In 1950, the average mean 
salary of a wage earner in the United States was $2,961, while 
today it is $23,140 (Bureau of Labor Statistics, 'Current 
Population Survey*). 

Hr. Chairman, life insurance for service-connected disabled 
veterans has kept pace with neither maximum life insurance 
coverage available to active duty servicesken, nor the mainstream 
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of non-veteran membera of our society. Onfortunately, for many 
disabled veterans service-connected for severe gunshot mound and 
shell fragment wound injuries sustained in combat, or veterans 
service-connected for a variety of residual wounds, injuries and 
illnesses suffered while captive as prisoners-of-war, RH Life 
Insurance is the only coverage available to them at an 
affordable price. These men and women who incurred disabilities 
in defense of our country with families of their own, are 
underinsured by any standard, including life insurance industry 
standards, life insurance currently available to active duty 
hrmed Forces personnel, and by comparison with their non-veteran 
counterparts. 

Mr. Chairman, it seem to us that the intent of Congress in 
1951 was to properly establish equity in the availability and 
the amount of life insurance for active duty Armed Forces 
members and for disabled veterans whose insurability was 
impaired by their service-connected disabilities, and to 
encourage maximum participation in these programs by those 
eligible. 

In view of these factors, at our August 1993 National 
Convention in San Francisco, California, our membership again 
adopted the following resolutiont 



RESOLUTION HO. 199 
LBQISIATIVE 


TO INCREASE THE FACE VALUE OF 
SERVICE DISABLED VETERANS INSURANCE (RH) 


MHEREAS, certain veterans are eligible for National Service 
Life Insurance (N8LI) under Section 1922, Title 38, USC; and 

WHEREAS, honorably discharged veterans released from active 
tsilitary duty on or after April 25, 1951, found by the 
Department of Veterans Affairs to be suffering from a disability 
or disabilities for which a compensable evaluation would be 
payable, shall, upon Application, be granted insurance by the 
United States governskcnt under Section 1922|a), Title 38, USCr 
and 


WHEREAS, this insurance, eoagnonly referred to as RH 
Insurance, is non-participating with no dividends payable) and 

WHEREAS, many of these veterans are uninsurable by private 
Insurance cocnpanies as a result of their service-connected 
disabilities) and 

WHEREAS, inflation has rapidly increased and diminished the 
value of the insurance since the naxlnum was set at 810,000} NOW 

THEREFORE, SB XT RESOLVED that Che Disabled American 
Veterans in National Convention asseaibled in San Francisco, 
California, August 15-16, 1993, supports an amendment to Title 
38, USC, to increase the face value of Service Disabled Veterans 
Insurance (RHI to 820,000. 
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Hr. Chairman, we are aware that the RR Life Ineurance 
Program ia not aelf-sustaining and requires annual transfer of 
funds from the Veterans Insurance and Indemnities (Vltl) 
appropriation ($15,370,000 in FV 19931. He are also fully 
cognizant of the fiscal constraints confronting not only the 
Department of Veterans hffairs, but the federal government in 
these times of scarce federal dollars. Hevertheless, Hr. 
Chairman, service-connected disabled veterans continue to be 
limited in their insurability by privata sector life insurance 
companies as a direct result of their service-connected 
disabilities and many possess only RH Life Insurance at the 
maximum 110,000 face value that has not been increased since 
1951, except for those limited service-connected veterans who 
qualify for additional amounts of SSDVI. 

Hr. Chairman, at OhV's request, you introduced R.R. 3003 
during this Congress, a measure that would accomplish the goal 
of increasing RH Life Insurance maximum face value coverage from 
$10,000 to $20,000. He respectfully urge the Subcmamlttee to 
favorably consider H.R. 3003 in order to offer service-connected 
disabled veterans an opportunity to provide more equitable life 
insurance coverage for their family members. 

Hr. Chairman, Section 1922 of Title 38, USC, provides 
eligible veterans a two year period (increased from one year in 
August 19911 to apply for RH Life Insurance from the date 
serviee-eenneetlon has been established for a service-connected 
disability. For one reason or another many eligible 
service-connected veterans have not applied (and do not apply) 
for this benefit within this period of time. 

According to August 1993 VA statistics, there are 198,791 
Korean Era veterans, 681,482 Vietnam Bra veterans, 482,813 
peacetime veterans and 60,221 Persian Culf War Veterans in 
receipt of cMipensation for service-connected disabilities. All 
Korean, Vietnam Bra, Persian Gulf Nar and the vast majority of 
peacetime service-connected disabled veterans ace eligible for 
RH Life Insurance. While over one million disabled veterans are 
potentially eligible, currently, there are only 162,967 RH Life 
Insurance policies in force. 

The reasons for this low participation are not clear. Hr. 
Chairman. In most instances, service-connection is established 
for many veterans shortly following release from active duty 
when they are at a young age, when interest in life insurance 
for most young American men is at a minimum. Upon discharge 
from service many young veterans received voluminous 
correspondence from the VA and service departsiant about their 
claims, Kadical Board and Physical Evaluation Board findings, 
and other matters that seem to them of more pressing concern 
than ’life insurance.* Additionally, Hr. Chairman, veterans 
released from active duty after either a lengthy stay in service 
or the hospital (or both) are confronted with career and 
personal life readjustment problems that include establishing a 
residence, finding employment, selecting and applying for 
training and/or education, and re-acclisation with their 
families. Depending on the nature of their disabilities they 
may be further involved with obtaining post-service follow-up 
and rehabilitative care for service-connected disabilities. 

To compound the problem, during the first year following 
release from active duty many veterans are contacted by private 
life insurance companies, adding additional elements of 
confusion to ’benefits' they ’must’ apply for. 

It seems to us Hr. Chairman, that these factors and 
circumstances experienced by young disabled veterans upon 
release from active duty contribute to — if not cause -- their 
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neglect or failure to faialliarize themselves with and timely 
apply for rh Life insurance coverage. 

It is with this in mind. Hr. Chairman, that our membership 
adopted the following resolution at our August 1991 National 
Convention in San Francisco, California: 



RBSOLOTIOH HO. 008 
LEGISLATIVE 


TO PROVIDE AH OPEH PERIOD TO APPLY FOR 
SERVICE DISABLED VETERANS INSURANCE (RH) 


WHEREAS, service-connected disabled veterans are entitled 
to apply for Service Disabled Veterans Insurance (RH) within two 
years from the date the VA 9rants service-connection for any 
disability) and 

WHEREAS, many eligible veterans, due to financial 
difficulties and problems associated with readjustment to 
civilian life, did not apply for this insurance within the one 
year eligibility period) and 

WHEREAS, many of these service-connected disabled veterans 
are now prepared and can afford to purchase this insurance but 
are not able to purchase comparable insurance coverage in the 
private sector) and 

WHEREAS, precedent has been established to extend 
previously closed 'eligibility periods* for certain other VA 
benefits and services. Including insurance) NOW 

THEREFORE, BE IT RESOLVED that the Disabled American 
Veterans in National Convention assembled in San Francisco, 
California, August 1$-1S, 1993, seelcs the enactment of 
legislation that would authorize an 'open period* for eligible 
servics-connscted disabled veterans to apply for coverage under 
the Service Disabled Veterans Insurance Program. 



66 


(10) 


Mr. Chalroan, at DAV's request. Bouse Veterans Affairs 
Connittee Chalman 6.V. 'Sonny* Hontgooery introduced, during 
this session of Congress, R.B. 2978, a Masure that would 
provide an open period to apply for KB insurance. Me 
respectfully request tliis legislation to be favorably considered 
by the Subcommittee in an effort to provide these disabled 
veterans an opportunity to obtain RH insurance during this 'open 
period.* 

Hr. Chairman, our final coments this morning will focus on 
the Veterans Mortgage Life Insurance program administered by the 
VA and our resolution seeking an expansion of eligibility for 
this insurance program. 

The Veterans' Mortgage Life Insurance program, initially 
established by Public Law 92-95, provides mortgage protection 
insurance to severely disabled aerviee-cenneeted veterans — in 
receipt of a certain level of special monthly compensation for 
anatomical loss or loss of use of extremities and/or in 
combination with blindness — that qualify for the VA's 
Specially Adapted Bousing Grant. 

Mr. Chairman, there exists many severely disabled veterans 
who, as a result of service-connected disabilities, are rated 
permanently and totally lOOt disabled and are unable to purchase 
mortgage insurance protection form commercial Insurers at any 
cost. Additionally, many of those severely disable vetarans 
have not accumulated the savings necessary to insura financial 
security for their families. 

In view of these circumstances, at our August 1993 National 
Convention in San Francisco, California, our membership adopted 
the following resolution; 



RBSOLUTIOS NO. 038 
LEGISUTIVB 


TO EXTEND ELIGIBILITY FOR VETERAN HORTGAGE PROTECTION 
LIFE INSURANCE TO SERVICE-CONNECTED VETERANS 
RATED PERMANENTLY AND TOTALLY DISABLED 


WHEREAS, the VA Hort9age Protection Life Insurance ia 
presently available to veterans entitled to the special adapted 
hou8in9 award under Section 2101(a) of Title 38, DSC: and 

WHEREAS, service-connected veterans rated as permanently 
and totally disabled cannot obtain Mortgage Protection Life 
Insurance through coosaercial insurance coopanies: and 

WHEREAS, their widows and dependents Bust bear an undue 
hardship upon the death of such veterans; HOW 

THEREFORE, BE IT RESOLVED that the Disabled Anerican 
Veterans in National Convention assenbled in San Francisco, 
California, August 15-19, 1993, seeks the enactiaent of 
legislation which would extend VA Mortgage Protection Life 
Insurance to service-connected veterans who are rated as 
permanently and totally disabled. 
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Mr. Chairman, at DAV'a raquaat, Bouae Vetarana Affalra 
Conalttee Chairman G.V. *8onny* Hnntc|omery Intrndaced, during 
thia aeaalan of Congreaa, B.R. 2976, a neaaure that would extend 
to all loot permanently and totally dieabled aerviee-connected 
Vetcrana Mortgage Protection Life Inauranee. Me reapectfully 
regueat thle leglelatlon be favorably conalderad by the 
Suteonnittee in an effort to provide theae aeverely dieabled 
veterane an opportunity to obtain Mrtgage protection inauranee. 

Mr. Chairman thia concludea our teatlmony. 1 again wiah to 
thank you and the Subcomittee menbere for permitting ua thia 
opportunity to preaent our viewe on the inauranee prograna 
adffliniatered by the Department of Veterana Affaire and, more 
apeciflcally, to preaent our viewa on inauranee program 
improvementa and enhancementa that would favorably impact 
aervice-connected dieabled veterane. their dependente and 
aurvivora. l will be pleaaed to reapond to any quaetiona you or 
the Subcoenittce nembera may have. 
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Before the 

SubcommWee on Compensation. Pension <i>d Insurance 
Committee on Veterarts' Aflobs 

U,S. House of Bepresen t ottves 

Septenfoer 23. 1993 

••• Veterans' btsuronce Ptogtom s ••• 


Mr. Chairman, and members o< the subcommittee, I welcome the 
opportunity to present the views of the National Association for 
Uniformed Services and the Society ot Mllltaty Widows. The National 
Association for Uniformed Services represents all grades and branches 
ot unifonned services personnel, their spouses ond survivors. Our 
nationwide association Includes octtve, retired, reserve and National 
Guard, disobled ond other veterans ot the seven uniformed services: 
Army, Mcnlnes, Navy. Air Force, Coast Guard, Public Health Service, 
and the National Oceanic ond Atmospheric AAnlnistrotion. Ow 
affiliate, the Society of MIHtary Widows is an octive group of women 
who were married to uniformed services personnel of all grades and 
braiTches and represents a broad spectrum ot mlHIary society. With 
such membership, we ore able to draw information from a brood base 
for our legislative octtvitles. 
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The Omnibus Budget ReconcUlatton Act of 1990 (OBRA ‘90) 
precluded relnstateinenl al dependency ar>d Indemnity compensation 
(DIC) for Die widows upon the death or divorce of subsequent spouses. 
Prior to passage of OBRA '90. DIC widows who remarried forfeited the 
DIC payment but If the subsequent marriage ended, DIC was 
reinstated. Unfortunately, when OBRA '90 was passed II did not provide 
protection for existing marriages which hod taken place prior to the 
law's effective dote. As a result, ftnonclat ploru made by these 
families which Included the reosonoble assumption that DIC would be 
reinstated as the law provided were now Inodequote. As these families 
reviewed ways to compensate for this loss, they learned that the 
insurance companies found them too old or too sick. Cost of 
insurance was loo expensive or urtovollable. As a result mory of these 
widows face a bleak and a flnaneiatly uncertain future upon the death 
of the spouse. 

This situation could be oilevialed by making available a 
Department of Veterans Affairs <0VA) sponsored, lew cost life insuremee 
poHcy. which would pay only If the widow sunrived the Insured. 
Payment could be made on an annuity bosis for further savings. 




SSUA/SU:. In the post several yevs major changes have take place 
within the Insurance Industry. Some of these Insurance plans should be 
reviewed with a view toward making similar products available to 
servicemembers, retirees ond other veterans through the Department of 
Veterans Affairs (DVA). Active duty personnel, lor example, could be 
offered iruurance which would build equity for the future. This equity 
could be used to ossist In poymeni of survivor benefit plan (S6P) 
premiums upon retiremwit. Such Insurance would help offset the 20 
percent reduction In the value of the mllftary retirement program 
enocted in 1986, and enable more retirees to provide for their survtvors. 
Further, a lifetime irtsurance benefit should be provided for professional 
military personnel who retire late in life ond therefore foce expensive 
choices when seeking post-service insurartce. 


In view of the wide variety of Insurance products available today 
and the buyirtg power represented by oettve duty personnel and 
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retirees and other veterans, a comprehensive review of the DVA 
insuronce program shouid t>e mode. The purpose of the review would 
be to increase the types of Insurance progroms available and to 
provide more choices of Insuronce products for members and veterans 
of the uniformed services. 

In closing, Mr. Chairmon, NAUS and SMW thonk you for providing 
this opportunity to testify before this distinguished panel. 
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STKTEXSn or GILBSKT LaVOUA 
CBIKT or ZMflOUJKB &CTIVZTm 
nTZOMU. VRSRXlfS ATTUU AXD KKBXBILZTXTIOV COtCKZSSIOH 
THE JumiexM LBGlOa 

TO TKB StTBCOIMimS OH COMmSATIOM, PBHSIOV AMD 
IM80SAMCB 

COMMima OM VBTBRAMS ATTAIXM 
DMITXD flTATBS B0D8B OP KBraBSBMTATZTBS 
BBPTBKBm i3. 1993 


Hr. Chalraan and Membara of Ui« SubceaalttBa: 

Tha Aoerican Lagion appraciatas chia opportunity to 
connant on tha praaant atatus and racant ehangas in tha 
Dapartaant of Veterana Affaira (OVA) programa for providing 
lifa inauranea protaction and banafita for vatarana and 
activa duty aaabars of tha Unitad States Military sarvieea 
and thalr banafieiarias. 

Thasa programs are divided between those directly 
adainiatared by DVA for veterans having had aarvlca into the 
19S0a, and for those who have aervica-connectad disabilities 
- tha Unitad States GovernMent Life Insurance (USGLI) and 
National Service Life Inauranea (KSLl) prograna - and thosa 
prograas supervised by DVA, but adainistered by tha 
Prudantial Insurance Cospany in Newark, NJ for activa duty 
and rasarva personnel, and for thosa ralaaaad fron activa 
duty frea 1970 on. Thasa latter prograos are, raepactivaly, 
Sarvicanen's Group Lifa Insurance (SGLI) and Veterans Group 
Life Insurance (VGLJ) . DVA also adainiatara a saall 
Veterans Mortgage Lifa Insurance Progran (VMLI) for veterans 
who qualify for DVA housing grants for apaeially adapted 
hones . 

As eoamanted on for tha oversight hearing of July 19, 
1989, the overall parfonanea of thasa programs continues to 
be ganarally adequate. Though service to NSLl and USGLI 
policyheldara is somewhat adversely affected by operating 
budget cuts and hiring freezes, etc., tha DVA Insurance 
Canters are continuing in their on-going programs of 
computer systems modernization to overcome these problems 
and to Increase the timeliness and quality of service 
provided. However, much needed construction of a new OVA 
Insurance Canter and Regional office in Philadelphia, PA, on 
the site of tha present DVA facility there, is now reported 
on hold pending another evaluation ordered by the 
Administrator of the General services Administration, in 
reaponsa to the Initiative of the Vice President in regards 
to government efficiencies. As the present OVA Insurance 
Headquarters in Philadelphia has been serving veterans for 
over 4S years now, and is in need of constant major repair 
operations, and as the present site has the land and offers 
ease of access for both veterans and OVA personnel. The 
American Legion believes the plans approved earlier for the 
new construction are correct and that work on tha new 
facility be commenced as originally scheduled. 

The past several years have seen a number of new and 
beneficial changes implemented in the government lifa 
insurance programs. 

In tha KSLI/USGLI programs, PL 100-687 permitted the 
payment of interest on settlements from the date of an 
insured's death to the date of the settlement check. This 
vas effective Hay 16, 1991. Changes in DVA regulations 
affective April 8, 1991 allowed VA appointed fiduciaries to 
accomplish many life Insurance transactions on behalf of the 
insureds they represent that were previously permitted only 
to court appointed guardians, thus greatly increasing the 
speed and efficiency with which family members and guardians 
could handle the insurance affairs of incoaq>etent veterans. 
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In the Pall ot 1992, nev KSLI dividend options were 
iDpleDanted to allow policyholders greater ease In paying 
their annual preaiuaa and using the net balances to buy more 
coverage or to repay loans, etc. Special dividends were 
also paid on those insures receiving Total Disability 
Incone Provision (TDIP) paynents fron separate riders they 
had previously purchased for their policies. These 
dividends, effected in 1991 and 1992, wore coaposed of a SOt 
increase in the sonthly disability payaent for those who had 
the rider and became totally disabled in accordance with the 
provisions of the rider, and a one time special dividend for 
those still paying TOIP preaiuas which aaounted to half 
their annual TOIP preaiua. 

Public Law 102-8S, the Veterans Benefits Programs 
Improvement Act of 1991, allowed the payaent of Gratuitous 
Sarvica-Oisabled Insurance in a one sum to an approved 
beneficiary, and reaoved the "Onremarried tfidew" stipulation 
froa the old law, with the relationship at the tiaa of a 
veteran's death governing the insurance settleaent. This 
law also increased the eligibility period for regular 
Service-Disabled Insurance froa one to two years for 
service-connected ratings done on or after September 1, 
1991. PL 102-86 also provided, for the first time since 
1972, for insureds with outstanding dividend credit and 
deposit balances the use of part or all of thair balance to 
purchase extra paid-up insurance at vary favorable rates, 
usually betwaan two to one and a half times the monies so 
designated. This open period ran from September 1, 1991 to 
August 31, 1992. In addition, beginning with the 1991 tax 
year, interast on HSLI and USGLI dividend credit and deposit 
balances became tax exempt. 

In 1992, the Dependency and Indemnity Reform Act (PL 
102-568) instituted a major change in the Service-Disabled 
HSLI program by providing an option whereby an insured in 
that program who became totally disabled before age 65 and 
was placed on a disability waiver of premiums could purchase 
up to $ 20,000 of additional coverage over and above the 
program's $ 10,000 maximum face amount, though he or she 
would have to pay for this at standard service disabled 
rates. The Act also increased the face value of Veterans 
Mortgage Life Insurance from $40,000 to $90,000. 

The American Legion has supported these changes as 
being of a positive and beneficial nature to the veteran 
population being served by them. However, there is an area 
in which The American Legion believes there is an inequity 
and in which The American Legion has a mandate to seek 
corrective legislation. Prom 1957 until 1965, there was no 
government life insurance coverage offered to new military 
servicemembers and veterans. Servicemen's Group Life 
Insurance began in 1965, but these covered under that plan 
had only 120 days after leaving service to convert it to a 
private plan of insurance with a participating company or 
lose it. Veterans Group Life Insurance did not become 
available until 1974. Though it did offer a retroactive 
period to 1970 for those trtio had left service and did not 
convert their SGLI to private insurance, it is doubtful that 
many veterans received adequate notice of this provision, 
and in any case the provision did not cover the major period 
of the Vietnam war at all. It is obvious that, given the 
trauma of those times and the fact that most veterans of the 
Vietnam period were drafted from the lower socio-economic 
levels of American society, many leaving service during 
those years were not able to give full consideration to long 
run benefits such as life insurance, most especially not in 
a period of time as short as 120 days. 
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The National Sarvlca Lifa Inaurance prograa, howavar, 
was opanad for a ona yaar period in 1965 tor veterans of the 
Horld War II and Korean war periods who had service and 
nonservica-connectad disabilities which prevented then from 
being insured at regular praslua rates (veterans eeeting 
good health standards are presuaed able to purchase private 
insurance at regular rates). The Aaerlcan Legion, 
therefore, believes that the National Service Life Insurance 
prograa should, in egulty and fairness, be opened again for 
a temporary period in the sa>e Banner for those of the 
VletnaB Bra who have disabilities rendering tbCB uninsurable 
at standard preaiua rates. In addition, as the NSLI service 
disabled insurance program for aany years depended on an 
error prone sanual system to apprise veterans receiving 
service-connected awards of their right to apply for its 
coverage. The American Legion also believes that program 
should have a reopened period as well for veterans who meet 
good health criteria except for their service-connected 
disabilitiee, but who may net have been able to apply for 
coverage due to not being properly informed of the benefit. 
Certainly vetarann of the Vietnam Era ahould receive the 
same benefit opportunitiea for governaent life insurance as 
those of earlier wars; anything lass creates an 
unconscionable discrimination between veterans of different 
national conflicts. Such reopened issues should also 
naturally be at face value maxlmums that reflect the 
inflationary changes of recant decades. 

Significant and long overdue changes took place in the 
Servicemen's Group Life Insurance (SCLI) and Veterans Group 
Life Insurance (VGLI) programs as wall in recent years. 
Public Law 102-25 was enacted during the Persian Gulf War 
and increased the face value of SCLI basic coverage from 
$50,000 to $100,000, and Public Law 102-96S, enacted in 
October 1992, added an optional additional $100,000 of 
coverage to the SGLI program, enabling a servicamember to 
carry a full $ 200,000 it so desired. Lastly, PL 102-568 
permitted Veterans Croup Life Inaurance, before limited to a 
nontenevabla single five yaar term period, if not converted 
to a private plan of insurance with a participating 
commercial carrier, to become renewable in five year 
increments for the life of the Insured or such lesser period 
as desired, and to bo converted in whole or part at the and 
of each five year period without having to meet regular 
industry health requirements. Those changes have vastly 
increased the scope of the SGLI and VGLI programs and 
finally offer a somewhat adequate range of options for 
servicamembera and veterans (though soma standard insurance 
benefits, such as a disability waiver of premiums, remain 
absent) . 

The American Legion naturally supports these additions 
to the SGLI and VGLI programs as being of a very positive 
and welcome nature. He would like, however, to draw the 
attention of the Committee to certain problems that have 
arisen from the rapid implementation of PL 102-568; the 
effective data of the insurance provisions of the Act being 
December 1, 1992, only a few weeks after it was signed into 
law by the President. Several cases have arisen involving 
fatalities to servicemembers who had already signed up for 
the additional SGLI coverage the Act provided for as an 
option, end who clearly shoved thereby their full intent to 
take out the extra coverage, but who died before the 
December 1, 1992 effective date. Also, there are cases 
where fatalities occurred after the effective date 
stipulated in the Act, but fdtere the military units involved 
bad not received notice of the provision at all, and were 
therefore unable to communicate it to their commands; these 
servleeBembers, In effect, were not given a chance to avail 
themselves of the optional coverage. n>e American Legion 
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bellavsB Chat legislation should be proposed and enacted 
which would peroiC payaent ot the coverage increase for 
these eases as an obvious natter of equity, and we request 
the Connittee take special note of this issue. He believe 
there is precedent for this in both the special indemnity 
paid to Desert Shield/Desert Storm era veterans for service 
prior to the April 6, 1991 SGLI increase to 3100,000, and in 
DVA General Counsel opinions which permitted payment of that 
increase Co veterans out of service at the Cine, but still 
in the SGLI program. 

In conclusion, The American Legion believes that the 
providing of life insurance benefits to oiu: veterans and to 
those in active and reserve service for the protection of 
their beneficiaries is one of the fundamental compensations 
for their service to the nation. The various government 
life insurance programs which have been implemented ever Che 
years recognize not only the dangers of war, but the not 
inconsiderable hazards of peacetime . military service for 
those in our Armed Pereas at hone and around the world. The 
American Legion fully supports Che faithfulness of the 
Congress of the United states and the efforts of the 
Department of Veterans Affairs In continuing to provide a 
high level of service to the members of the Armed Forces, to 
veterans and Co their beneficiaries. He also wish to 
command you, Mr. Chairman, for your estimable work and that 
of this Subcommittss in maintaining continuing ovacslght of 
these important programs, and of the legislative actions of 
congress to provide these improvements in them for Chose who 
serve and have served the United States military in war and 
in peace. 

Mr."' Chairman, that concludes our statement. 
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